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Speech recognition in cars 
His master’s voice may 
soon take the wheel 
Technology, Page 10 
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Internet commerce 
Software for setting up 
a shop on your desktop 
On the Web, Page 8 



re-house pubs 
For those who want to 
hang out with the boss 
Lucy Keiiaway, Page 8 


Sweden 

Social Democrats 
play it safe 

Separate section 


WORL D NEWS 

Russian leftwingers 
threaten to defy 
Yeltsin again over 
vote on Kiriyenko 

Russian Communist party chief 

Gennady Zyuganov said leftist 
groups would again reject Sergei 
KWyonko, Boris Yeltsin's candidate 
for premier, in a vote due later this 
week* If it rejects Mr Kiriyenko 
three times, parliament win be dis- 
solved and the country will face 
more confrontation and uncer- 
tainty. AB bets are off. Page 2 

Karadzic “wffl not surrender" 

Ljiljana, wife of former Bosnian 
Serb president Radovan Karadzic, 
denied her husband Intended to 
give himself up for trial by the UN 
war crimes tribunal. Page 2 

Kunfisfa leader ‘captured 1 

Turkish troops said they captured 
Kurdistan Workers Party (PKK) ex- 
commander Semdfn Sakfk in north- 
ern Iraq. The PKK seeks Kurdish 
self rule In south-east Turkey. 

Botha trial to start 
Former South African president 
and apartheid leader PW Botha 
goes on trial for contempt today 
after refusing to testify to the Truth 
and Reconciliation Commission. 

Korean talks lift proUems 
Talks between North and South 
Korea were stalled over details of 
fertiliser aid to help Pyongyang's 
famine in return for concessions on 
the reunion of families separated 
since the 1950s. Page 3 

Host for Pol Pot 
Cambodian troops and Khmer 
Rouge defectors moved into north- 
ern mountains hunting for former 
guerrilla chief Pol Pot and the rebel 
group's current leaders. 

Envoys hart in Albania shooting 

Two senior British diplomats were 
shot and wounded by a masked 
robber tn Albania at the weekend. 
Their car was stopped on the out- 
skirts of the capital Tsana 

Palestinian crackdown 

Palestinian police arrested 12 stu- 
dents from the Moeterh mutant-.- j 
Hamas groip who took part In an 
anti- Israel rally In the West Bank 
city of Nablus last week. 

Jailed Tehran mayor IHatred 

hen's interior minister Abdodah 
Nouri praised Tehran's jaded mayor 
Gholamhosseln Karbaschi, who is 
the focus of a power struggle 
between . Iranian con se r v at i ves and 
moderates. Background, Page 4 

Beware the kies of April 

GWJa Prasad Koirala refused to be 
sworn In as Nepal's prime minister 
yesterday because the last day of 
the Nepalese calendar is consid- 
ered Inauspicious by astrologers. 

April ta Paris 

Snow across Franca caused power 
cuts, traffic accidents and road 
closures. A light dusting fea in cen- 
tral Paris, but in Vosges, eastern 
France, It left 16,000 homes with- 
out electricity. Weather, Page 14 


BUSINESS NEWS 


Japanese surplus 
rises to $12.7bn as 
value of imports 
declines by 17% 

Japan’s current account surplus 
nearly doubled to Y1,651bn 
($12.7bn) in February, mainly 
because of a 17 per cent faB In the 
value of imports. The surge is likely 
to lead to more demands from the 
US and Europe for action to boost 
Japan’s domestic demand. Page 
14? Editorial Comment, Page 13; 
Currencies, Page 24 

Ofis Elevator, the world's largest . 
elevator company, is cutting 2,000 
jobs worldwide in response to the 
Impact of the Asian crisis. Page 15 

Tabacalera, Spanish tobacco 
producer and distributor owned by 
Seppa, a finance ministry agency, 
launched a $2bn privatisation 
issue. Page 15 

UCB. Belgian drugs group which 
makes the hay fever drug Zyrtec, 
plans a 100-for-ooe share split to 
make its shares more attractive to 
small inve st ors. Page 18 

AgipPetrall, subsidiary of the Italian 
d! and gas oom party Agip, plans to 
take a significant equity stake In a 
$1.6bn project to build an oil refi- 
nery in southern China. Page 16 

total, the world's largest 
chipmaker, was $ven a US court 
preliminary ruling finding a “sub- 
stantial [fkefflTOocT that the com- 
pany may have violated US anti- 
trust laws. Page 16 

General Motors, the world’s biggest 
car company, is to move Hs inter- 
national headquarters from Zurich 
back to the US. Page 16 

Mutual fund sates to the US and 
Europe reached record levels, 
prompting fears that toe bull mar- 
ket has given small investors unre- 
cdlstic expectations. Plage 15 

PofyGram, Dutch entertainment 
group, may estabfish film distribu- 
tion operations in Argentina, Brazil 
and Mexico. Page 16 

India is to fift. import restrictions an 
340 Items in an apparent effort by 
the BJP-ted government to signal 
its intention to continue trade liber- 
alisation. Page 3 

Club Mfafiterraftee’s former 
chairman. Serge Trigano, is plan- 
ning a holiday vfllage company tar- 
geted at older dents. He was 
busted from the French leisure 
group a year ago. Page 16 

China's economy showed signs of 
slowing, strengthening calls for 
reflationary measures and for 
reform of tossmaklng state-owned 
industries. Page 3; A tale of two 
stock markets. Page IB 
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Banks set to merge in $200bn deals 

BankAmerica in $133bn link with Nationsbank and Banc One in $72bn merger with First Chicago 


By Tracy Conrfgan and Ricbanl 
Tomkins h New York 


The US moved two steps closer to 
the creation of a truly nationwide 
bank when BankAmerica and 
NationsBank agreed to create the 
country's largest bank in a 
$133bn while R»nn One and 
First Chicago NBD also 
announced a S72bn merger. 

The new BankAmerica created 
by the merger will have the larg- 
est branch and ATM network in 
the US as well as being the big- 
gest lender and deposit taker. 

“We -will be unmatched In 
coast-to-coast market presence." 
said Hugh McColi. chief execu- 
tive officer of NationsBank. 
“Together, we will be America's 
bank - at borne and around the 
world." 

Banc One's link with first Chi- 
cago win create the second larg- 
est credit card issuer in the US. 

In a flurry of deals in the last 
year, NationsBank bought Bar- 
nett Banks, First Union acquired 
Corestates Financial and Wash- 
ington Mutual and Ahm&nson 


merged to create the country's 
largest thrift - all deals worth 
more than $10bn. 

But despite the disappearance 
of 400 banks last year, there are 
still well over 10,000 commercial 
banks in the US. 

The latest deals are driven by 
consolidation and cost-cutting, 
unlike last week's Sl70bn merger 
of Travelers and Citicorp, which 
Is predicated on the cross-selling, 
of retail banking and insurance 
products. 

But all these deals reflect the 
increasing desire of firumriai ser- 
vices firms to increase their criti- 
cal mass. 

“Given our goals for our 
customers, our people, our 
communities and our sharehold- 
ers, bigger is, indeed, better,” 
said Mr McColi, speaking at yes- 
terday's press conference in New 
York. 

BankAm erica ’s merger with 
Nati onsBank is expected to pro- 
duce pretax savings of $2bn after 
the first two years. 

The bank, which win be called 
BankAmerica but will initially 
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keep both brands, will have its 
corporate headquarters in Char- 
lotte. North Carolina, the home 
base of NationsBank. 

Mr McColi will be chairman 
and chief executive officer. David 
Coulter of BankAmerica will be 
president, but is expected to sue- 
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ceed Mr McColL 
The merged company will have 
$570bn in assets and relation- 
ships with 29m households in 22 
states. 

The merger of Banc One and 
First Chicago is expected to gen- 
erate $930m in cost savings and 


$275m of revenue increases. Banc 
One's John McCoy, who will 
become president and chief exec- 
utive officer of the merged bank, 
said that be expects to get 50 per 
cent of the benefits in 1999 and 
100 per cent In 2001. He described 
the dft.il as a “win-win for the 
shareholders of both predecessor 
companies”. 

Verne Istock of First Chicago 
will be chairman. 

BankAmerica's shares rose 3.7 
per cent yesterday to $9912. with 
NationsBank rising fL2 per cent 
to $S0£- First Chicago rose 5.1 
per cent to 98 s - 1 and Banc One 
rose 1.6 per cent to 63%. 

BankAmerica was advised by 
Goldman Sachs, NationsBank by 
Merrill Lynch and Montgomery 
Securities. Merrill, together with 
Morgan Stanley Dean Witter, also 
advised Banc One, while hazard 
Freres and Goldman advised 
First Chicago. 


Moving targets. Page 13 
Obsamr, Page 13 
Lex, Page 14 
Global investor, Page 15 


IMF warns that deficits could 
knock back bonds and shares 


By Robert Cbote, Econo m ics Editor, 
te Wastangton 


Growing current account deficits 
in the US and Britain could force 
disruptive increases in interest 
rates and push bond and stock 
markets off their peaks, the. 
International Monetary Fund 
said yesterday. 

In its twice-yearly World Eco- 
nomic Outlook, the IMF warned 
that trade imbalances could 
puncture investors* enthusiasm 
for the dollar, reversing one fac- 
to- holding down USLuaflaticn. 

"If world: commodity prices 
were to recover at the same time 
and labour market pressures con- 
tinued to push up wage growth, 
the Federal Reserve could face 
the need fora significant tighten- 
ing in monetary conditions,* the 
IMF said. “Both bond and stock 
markets might be subject to sig- 
nificant corrections.” 

The. US current account deficit 
is forecast to hit $230bn thfe year. 

Michael Mussa, the IMF’s chief 
economist, said the US stock 
market had reached "relatively 
lofty heights”, but that a hypo- 


thetical 20 per cent fan would 
have only a modest effect on the 
real economy. While a lower dol- 
lar would be needed to reduce the 
current account deficit the tim- 
ing and speed of the decline were 
both unpredictable. 

The IMF warned that sterling's 
strength pointed to similar con- 
cerns in the UK “While the 
Asian crisis suggests a need for 
monetary conditions in the 
industrial countries to be some- 
what easier than would other- 
wise have been_. warranted, 
policymakers- win need to remain 
vigilant to prospective changes in 
inflationary pressure, including 
those arising from financial mar- 
ket developments.” 

But the Asian crisis had 
removed the need for an immedi- 
ate rise in US interest rates. 
“Further adjustment of o ffi ci al 
interest rates should await signs 
of continuing above-potential 
growth or a further acceleration 
of wage costs od the erne hand, or 
an unexpectedly sharp slowdown 
on the other”. 

Despite Japan’s intervention to 
support the yen last week, the 


IMF argued that the yen/doDar 
exchange rate appropriately 
reflected the strength of the US 
economy and the weakness of 
Japan's. In contrast, the D-mark 
has remained weak despite evi- 
dence of stronger growth in 
Europe. 

Japan is expected to experience 
a technical recession in the first 
half of this year, with output fall- 
ing for two successive quarters. 
But the latest fiscal stimulus 
package should restore growth in 
the second halt 

. Japan was pressed to use any 
remaining scope to loosen mone- 
tary policy and to make fiscal 
policy “significantly stimulative" 
this year. "Rut reductions, to be 
paid far by base broadening and 
spending cuts when the recovery 
becomes more firmly established, 
would have the advantage of pro- 
moting medium-term structural 
reform objectives as well as pro- 
viding short-term stimulus.” 


Labour market worries, Page 4 
World growth revised down. Page 4 
The squabbling twins, Page 12 
Storing set to fan, Page 15 



Thousands of mourners followed the coffin of Archbishop Seraphim of 
Athens mid AH Greece during a funeral proc es sio n in Athens yesterday. The 
leader of the Greek Orthodox Church had been in hospital since he suffered 
kidney faflure sfac weeks ago. Picture: Reuters 


Easter peace gives 
Ulster deal a boost 


By John Murray Brown 
in Belfast 


An Easter Monday parade in 
Belfast by the protestant Appren- 
tice Boys club passed off without 
Incident yesterday, raising hopes 
that Friday’s political agreement 
in Northern Ireland may reduce 
community tensions. 

The march has long been a 
potential flashpoint, because its 
route through a Catholic neigh- 
bourhood is regarded by resi- 
dents as provocative. Two years 
ago serious rioting broke out 
when the march was stopped by 
police. This year, as last, the 
Apprentice Boys agreed to a 
rerouting. 

Friday’s multi-party agreement 
received its . first boost aver the 
weekend when David Trimble 
was given convincing backing at 
a special meeting of the Ulster 
Unionist Party for his decision to 
accept the teams of the compro- 
mise with nationalists. 

After a four-hour meeting of 
the 110-member UUP executfve.in 
Belfast, Mr Trimble’s move was 
endorsed by 55 of the 78 members 
present, putting paid to Immedi- 
ate fears that dissidents opposed 
to the ripgi may unseat hirn. 

In Washington, President Bill 
Clinton was briefed yesterday by 
George Mitchell, the former US 
senator who chaired the talks. Mr 
Mitchell had earlier told US tele* 
vision he feared extremists would 
try to wreck the deal 

Mr Ttfmbla'S opponents com- 


plained tha dea l offered no guar- 
antee paramilitaries would dis- 
arm. but John Hume, leader of 
the moderate nationalist Social 
Democratic and Labour party, 
ftfliri deco mmissioning of fliog ai 
weapons was less important thaw 
a commitment by parties to 
renounce violence. 

Tony Blair, the UK prime min- 
ister, said: “This is an agreement 
where either everybody wins or it 
completely falls to bits," he said. 

He also held out the hope that 
the constitutional wrangle could 
mil and politics In the province 
revert to more normal debate. “If 
the men of vision defeat the men 
of the past . . . politics can 
become about health, education, 
the normal problems of law and 
order, the state of the economy 
and the thing s tha t the pn ltHcs of 
ordinary people are about.” 

But Geny Adams, the Sinn 
F£m president, said the republi- 
can straggle would continue, 
wanting that “Sinn FSin Is reso- 
lutely committed to full national 
and democratic rights for all the 
people- of this island”. 

Mr Trimble still has to get the 
backing of the UUFs 1,100-strong 
rating council, which meets next 
week on the same day as Mr 
Adams addresses Sinn Fein's 
annual conference in Dublin. 

Mr Trimble played down his 
difficulties. “The people calling 
me a traitor are only a small 
group who have over the last 
number of years called everybody 
in this party names.” 
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All bets are off as doubts start to 
emerge over Yeltsin’s big gamble 


The dramatic bid by 
the Russian leader 
to reignite the 
reform process may 
backfire, reports 
John Thornhill 

This weekend President 
Boris Yeltsin will slap backs 
and swap pleasantries with 
Ryutaro Hashlmoto, the Jap- 
anese prime minister, in the 
idyllic resort of Kawana. 
where Marilyn Monroe and 
Joe DiMaggio spent their 
honeymoon. 

The veteran Russian 
leader may be in a One mood 
to frolic in luxurious Japa- 
nese surroundings as he 
reflects on his latest dra- 
matic action back borne. By 
the time Mr Yeltsin arrives 
in Kawana. there is a good 
chancfe that Russia's pliable 
parliament will have 
approved Sergei Kiriyenko 
as prime minister, providing 
another Lease of life for the 
country's spasmodic reform 
drive and confirming the 
president's dominance of all 
he surveys. 

Yet there is a possibility 
that tilings will not turn out 
Mr Yeltsin’s way and that he 
may have stumbled into one 
of the stiffest battles of his 
presidency. If parliament 
rejects Mr Kiriyenko a sec- 
ond and a third time, then - 
under the terms of the 1393 
constitution - it will be dis- 
solved, plunging the country 
into a fresh round of politi- 
cal confrontation and eco- 
nomic uncertainty. 

There is no guarantee that 
a new parliament will be any 
more to Mr Yeltsin's liking 
than the existing one. Mr 
Yeltsin may only be repeat- 
ing the mistake made by Jac- 
ques Chirac, the French 
President, last year when 
he dissolved parliament 
prematurely and handed his 
opponents an electoral 
triumph. 

Andrei Piontkovsky. direc- 
tor of the Strategic Studies 
Centre, an independent 
research institute, believes 
Russia's political elite could 
yet conclude that Mr Yeltsin 
is becoming part of the prob- 
lem rather than the solution 
to Russia's instability and 
ask him to step down. 

"In my view the situation 
Is very worrying. We are in 



Kiriyenko, left with Yeltsin yesterday. The Russian leader may have stumbled into one of the stiffest battles of his presidency Reuters 


danger or entering a political 
cul-de-sac in which neither 
the president nor parliament 
has any clear plan of 
action." he says. 

“There is a growing under- 
standing that Yeltsin is 
unpredictable and threatens 
the stability of the country'. 
If 10 to 15 leading politicians 
have conversations between 
themselves and put this case 
to Yeltsin then I do not see 
how be can answer these 
questions." 

At present such talk is 
confined to the margins of 
political debate but it is easy 
to see how quickly it could 
enter the mainstream. 

Mr Yeltsin's impetuous 
action In sacking Victor 
Chernomyrdin, his 
long-standing prime minis- 
ter, last month and champi- 


oning the candidacy of Mr 
Kiriyenko, a 35-year-old 
political novice, has high- 
lighted just how much power 
is vested in the presidency. 
Yet that immense responsi- 
bility currently resides in 
the hands of a 67-year-old 
man of failing health and 
erratic temperament 

The president's recent 
moves have even disturbed 
some of his firmest support- 
ers. Alexander sho khin. par- 
liamentary leader of the pro- 
Kremlin Our Home is Russia 
party, now argues that the 
constitution should be 
changed to ensure that the 
head of the upper house of 
parliament, temporarily 
assumes the presidency in 
the event of Mr Yeltsin's pre- 
mature death. 

At present, the constitu- 


tion states that the prime 
minister should take over - 
although it is unclear what 
happens If he is only an act- 
ing prime minis ter, like Mr 
Kiriyenko, who has not yet 
been approved by parlia- 
ment. 

Yesterday, Mr Yeltsin 
firmly rejected all talk of 
amending the constitution 
saying it was "illogical". “No 
changes will be made to the 
constitution while 1 am pres- 
ident," he said. But, to some, 
the vehemence of Mr Yelt- 
sin’s rejection emphasised 
the weakness of his case. 

Yet more hostile forces are 
gathering In parliament col- 
lecting signatures for Mr 
Yeltsin’s impeachment and 
openly calling on him to 
resign. The political uncer- 
tainty is also damaging the 


economy, worrying many 
business leaders and prompt- 
ing sharper attacks on Mr 
Yeltsin In the press. 

Mr Yeltsin's supporters 
appear to believe they can 
still twist enough arms and 
grease enough palms to win 
Mr Kiriyenko' s approval in 
parliament - especially as 
the ballot is secret. 

Mr Kiriyenko needs at 
least 226 of Russia's 450 MPs 
to support his candidacy and 
surprised many by receiving 
143 votes in the first ballot 

But it remains a high- 
stakes game with the out- 
come far from clear. As be 
relaxes in Kawana, Mr Yelt- 
sin can only hope that his 
legendary political instincts, 
which have served him so 
well in the past, are not fail- 
ing him now. 


Popular general wins duma seat 


Andrei Nikolayev. one of 
Russia's fastest-rising politi- 
cal stars, has won a compre- 
hensive victory in a Moscow 
by-election for a seat in the 
duma (parliament), bolster- 
ing his chances of running 
in presidential elections in 
2000. writes John 111011111111 


in Moscow. 

Mr Nikolayev, a former 
head of the federal border 
guards, attracted 63 per cent 
of the vote in Moscow’s 
Orek ho vo- Borisovsky 
district in the first 
real test of his electoral 
appeal. 


An eloquent and telegenic 
general of moderate views, 
Mr Nikolayev Is seen by 
some political observers as a 
dark horse candidate to suc- 
ceed President Boris Yeltsin 
and appears to be attracting 
support from some of Rus- 
sia's mast powerful business 


leaders. He has also forged a 
strong alliance with Yuri 
Luzhkov, Moscow's populist 
mayor.’ 

This has led to suggestions 
that ' Mr Nikolayev could 
form a Moscow-orientated 
political party in the Russian 
parliament. 
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Karadzic 
will not 
surrender 
says wife 

By Say Dtanore in Belgrade 


The wife of Radovan 
Karadzic, the former Bos- 
nian Serb president charged 
with war crimes, has denied 

reports that her husband 
intends to give himself up 
for trial by the UN tribunal 
in The Hague and says be 
would resist any attempt by 
Nato troops to arrest him. 

Ljiljana Karadzic, in a 
statement carried by Bel 
grade newspapers yesterday, 
said Mr Karadzic would 
never accept the legitimacy 
of the tribunal, which she 
described as a tool of west- 
ern governments, especially 
the German, "that are wag- 
ing a war against the Serb 
people". 

Speaking in the village of 
Pale, near Sarajevo, where 
she works as a Red Cross 
official, Mrs Karadzic also 
dismissed foreign reports 
that her husband had 
authorised lawyers to pre- 
pare bis defence. 

Western diplomats said 
last week that Mr Karadzic, 
the Bosnian Serb leader dur- 
ing the 1992-1995 civil war. 
was negotiating the terms of 
his surrender to the tribunal 
and that he could he in cus- 
tody within weeks. 

Elisabeth Rehn, the senior 
UN envoy to Bosnia, said she 
believed Mr Karadzic would 
be detained "quite soon”, 
while the US State Depart- 
ment said the west was 
"tightening the noose" 
around his neck. - 

Mrs Karadzic said all spec- 
ulation of her husband’s 
whereabouts was wrong. 
“No one can know where he 
is at the moment,” sbe 
declared. Diplomats deny 
reports he has fled to Russia 
or Belarus and say he is still 
in the Serb -controlled half of 
Bosnia. 

Bosnian Serb officials 
admit privately that Mr 
Karadzic, through his law- 
yers, had been in contact 
with the war crimes tribunal 
several months ago. 

Diplomats in Belgrade said 
western governments were 
reluctant to risk, using force 
to seize Mr Karadzic, 
although he wields far less 
power than previously. 


US leads drugs sales advance 


By Daniel (keen 


Ntco Colchester journalism fellowship 

Applications am invited from young European journalists 
and would-be journalists for the 1998 Nico Colchester 
fellowship. This consists of a thire-month internship at the 
Financial Times in the autumn of this year, a bursary of 
£4.000 to cover travel and accommodation, and a small 
weekly stipend from the FT. 

The fellowship is established in memory of Nico Colchester, 
who died in 19% at the age of 49, after on outstanding career 
at the Financial Times, The Economist, and the Economist 
Intelligence Unit. Nico was one of Britain's finest writers on 
foreign, especially European, affairs as well as technology and 
business. 

The trustees of the Nico Colchesicr foundation will award the 
fellowship to the applicant, from a European Union country 
other than Britain, who .submits the best, spedaUy-writtcn 
1 .000- word article, in English, on a topic relevant to political, 
economic, scientific or business issues in Europe. As Nice's 
work was characterised by its originality’ and humour, 
preference will be given to applicants who reflect those traits. 

Entries, by the closing daw of May 31st 1998. should be sent 
with aCVand covering letter lo: 

The Editor (Nico Colchester prize). 

The Financial Tunes, 

One Southwark Bridge. 

London SEI 9HL 

This prize is supported by Halifax pic, the Financial Times. 
The Economist . B.A.T Industries pic. and 3i. The 1999 
fellowship will consist of an internship at The Economist. 


Rapid growth in the 
Americas boosted prescrip- 
tion drugs sales in 13 of the 
world's biggest markets by 
6 per cent to SlBlbn 
in the year to January 
199S. 

The US led the advance 
with sales up 11 per cent to 
S67bn. according to figures 
published today by IMS 
Health, the specialist market 
researcher. 

But strong performances 
from Mexico as it recovered 
from its mid-1990s economic 
recession, with sales up 27 
per cent to $3bn. and Can- 


ada. up 11 per cent to Wbn, 
also helped. All figures 
exclude currency move- 
ments. 

Japan remained the 
world's slowest large market 
for drugs. Sales fell 2 per 
cent to 541 bn. 

One reason for Japan's 
performance is the slow 
sales of anti-depressants 
such as Prozac, made by Eli 
Lilly of the US, and Seroxat/ 
Paxil, made by UK company 
SmithKIine Beeeham. 

Anti-depressants come 
within the category of ner- 
vous system drugs, a sector 
whose sales fell 2 per cent to 
$22>bn in Japan. In the US, 


by contrast, they rose 17 per 
emit to $i3.4bn. 

Sales of anti-depressants 
In particular grew by 40 per 
cent within the US, accord- 
ing to IMS Health. 

Sales in Western Europe's 
seven main markets grew by 
only 4 per cent, to $53bn. In 
Germany and France, where 
governments have tried to 
hold back drug spending, 
sales rose 2 per cent and 3 
per cent tO'$l4.6bn and 
5l3.5bn respectively. 

There was faster growth 
from the UK, up 7 per cent 
to $7.7bn and Spain- up 9 per 
cent to $4i!bn- 
The biggest medical area 


remained heart disease 
drugs, with sales up 7 per 
cent to $36bn. The US again 
led the nay with growth of 
14 per cent to $12.6bn thanks 
in part to recently launched 
cholesterol-lowering drugs 
such as Zocor from US com- 
pany Merck. 

Digestive system drugs 
were the second largest area 
with 5 per cent growth, to 
529-Sbn, held back by the 
expiry last year of patents 
on Zantac, the ulcer drug 
made by the UK’s Glaxo 
Wellcome. Zantac was the 
world’s biggest setting medi- 
cine for a decade until last 
year. 


Woild retail pharmacy purchases 
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NEWS DIGEST 

METRIC LABELLING 

Brussels may delay move 
to avert clash with US 

ssr -asp' 

The US requires packaging and labels on consumer good3 
to provide measurements in ^ C^ripmi«s 

meeting the differing requirements of the US and the Euro- 
pean Union would add significantly to 
They wart the metric-only labelling requirements! far 
weight and size of products to be lifted pe T^" ef I t ^ n ^ lt i re 
pressing for at the very least a long delay. Commission offi- 
cials have toid som 0 of them they will recommend a 10-yea- 
postponement The biggest impact of 
be in the UK and Ireland, where many people use imperial 
measures. Michael Smith, Brussels 

GERMAN POLITICS 

Waigel plea to stop bickering 

Theo Waigel, Germany’s finance minister, yesterday appealed 
to hb own Christian Social Union and Chancellor Helmut 
KohTs Christian Democrats to end the “destructive personnel 
debate" which lias hurt the coalition partners' attempts to 
present a united front before the general election in Septem- 
bor 

Over the Easter break, leading members of both parties 
traded Wows ewer who would succeed the chancellor if and 
when he stood down. 

Referring to Wolfgang Sch&ubta. head of the pariamentary 
faction of both parties and Mr Kohl's own preferred succes- 
sor, Ingo Friedrich, CSU deputy chairman, said his party 
expected to have a decisive voice in choosing the chancel- 
lor's successor. 

Mr Sch&uble recently annoyed the CSU with a draft election 
programme which inducted proposals for higher energy taxes. 
These are opposed by the CSU which was quick to go pubtie 
with its criticism. Mr Waigel was reported to have telephoned 
Mr Schfiuble to complain that while the draft programme was 
presented as a joint effort it was not wholly supported by the 
CSU. Frederick Studemarm, Berlin 

KENYA FINANCES 


State accounting under fire 

Kenya's public finances have been heavily criticised in the 
audftor-general's report for the 1995/96 financial year. David 
Njoroge's 555-page auefit is peppered with words such as 
‘unconstitutfonar, "iflegal” and “unsatisfactory". 

The public document, tabled lor debate in parliament, 
delate unauthorised or excessive expenditure and negligent 
accounting practices affecting virtually every government 
department Mr Njoroge calculated the executive's excess 
expenditure in 1995/96 - "incurred without the authority of 
Parliament" - at Ks910m (about $15m at current exchange 
rates). Reuters, Nairobi 


HAMAS CRACKDOWN 

Israel praises Palestinians 

Israel yesterday delivered rare praise to the Palestinian 
Authority, the self-rule government in the West Bank and 
Gaza Strip, for Its recent crackdown on Hamas, the militant 
Islamist movement But tensions between the PA and Hamas 
mounted even further, as Hamas accused foe PA of collabo- 
rating with Israel in foe recent death of Muhyideen al-Sharif. a 
Hamas master bombmaker. 

Yitzhak MordechaJ, Israel's defence minister, said the PA's 
recent wave of arrests of Hamas activists was a “good start 
that must continue over time and In a systematic way”. Israel 
has refused to move the peace process forward until it is 
convinced the PA is taking firm measures to break the Hamas 
mintary wing. 

At the weekend, the PA arrested several Islamist leaders as 
well as Imad Awadailah, a Hamas member considered a lead- 
tog suspect to foe unsolved death of Mr Sharif. Thousands of 
Hamas supporters, however, demonstrated in the West Bank 
town of Nablus yesterday, and called for revenge against 
Israel Avi Machtis, Jerusalem 


CATHOLICS IN CUBA 

Priest ‘forced to quit 9 

The only US Roman Cathoflc priest working in Cuba has 
accused the communist authorities of forcing him to quit his 
parish in a case which could threaten to sour some of the 
good wflt generated by the recent visit to the island by Pope 
John Paul II. 7 

Father Patrick Sullivan, a 52-year-old Capuchin Franciscan 
priest from New York, said on Sunday the Cuban authorities 
had told his religious superiors he must leave his parish in the 
central dty of Santa Clara, where he has worked for nearly 
four years. 

He understood the authorities were angry after he told for- 
eign journalists about his efforts to educate parishioners 
about hum an ri ghts. "They (the authorities] communicated 
that my continuing presence would lead them to be unco-op- 
eralive" towards the church, Father Suirivan said. He had 
deckled to leave Cuba to avoid reprisals by the authorities. 
But a Cuban foreign ministry spokesman said the US priest 
was being transferred by his superiors from Santa Clara to 
Havana and that this was “an internal church matter. 

Pascal Fletcher, Havana 


Europe’s single currency fuels Frankfurt’s fortunes 


Graham Bowley and Wolfgang 
Munchau assess the prospects for 
Europe’s financial centres 



E ddie George, governor of 
the Bask of England, 
likes to joke that the 
City of London employs 
more people than Frankfort 
has inhabitants. 

Even so. Frankfort is one 
of the few German cities that 
Is increasing rapidly: its pop- 
illation is expected to rise 
from 652,000 id 19S5 to 
694.000 by 2000. More impor- 
tant, Frankfurt's status as a 
financial centre is also on 
the up. 

Just how much of this 
growth win be directly due 
to European economic and 
monetary union - which will 
place the European Central 
Bank in the city - is difficult 


to pin down. 

Domestic factors such, as a 
slow but determined process 
oT financial deregulation and 
gradual change in the 
savings habits or the Ger- 
man public have also helped 
raise Frankfurt’s profile. 
While Emu is bound to have 
an effect, the single currency 
on its own is unlikely to lead 
directly to a sudden migra- 
tion of researchers, Invest- 
ment bankers and econo- 
mists to the city. 

Chief economists, ECB- 
watchers and their depart- 
ments are likely to remain in 
London, at least for the time 
being. “Do US banks cover 
the Fed from Washington? 


Preparing 
for Emu 


No, they cover it from New 
York. The parallel can be 
drawn for Frankfurt and 
London,” said one senior 
executive at a European 
bank in London. 

But the euro will undoubt- 
edly, If indirectly, support 
the build-up of banking 
expertise in Frankfurt by 
adding to the pressures for 
structural change in the Ger- 
man economy. "Banks are 
keen to break in. Some have 
been there for years, build- 
ing relations, there are pri- 
vatisations. consolidation, 
spin-offs. Lots of action.” 
said one US banker. 

By opening up European 
markets. Emu is likely to be 


a catalyst for further change 
in German industry, which 
Is already restructuring to 
cope with globalisation and 
the opening of world mar- 
kets. 

Already many foreign 
banks have begun to 
their operations in Frank- 
furt, mainly in investment 
banking, to take advantage 
of tiie changes taking place. 

Merrill Lynch, for exam- 
ple, has significantly 
increased its staff, mainly in 
equity research and sales. It 
now has around 130 people 
working in its Frankfurt 
office, up from 90 a year ago. 

Goldman Sachs has 27Q 
people In Frankfort, np from 
280 last year and likely to 
rise to 300 by the end of this 
year. But even so, Frank- 
fort's growth is overshad- 
owed by that of London. 

Paribas, the French bank. 


is recruiting one new person 
a day in London, mainly in 
its capital markets division. 

According to Scott 
Moeller, chief strategist of 
the investment banking 
business of Deutsche Mor- 
gan Grenfell, DMG has been 
building up its coverage of 
Eznu in London and Frank- 
furt, but also in New York 
and Singapore. 

He says there is a greater 
awareness among clients on 
the European continent 
about the need for prepara- 
tion for Emu. This means 
there is a greater riemawfl for 
resources on the continent 
devoted to Emu. although 
the UK is also catching up. 

Such factors have grown 
enormously in importance, 
as improvements in technol- 
ogy are beginning to render 
the notion of a "financial 
centre" anachronistic. ' 
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China 


economy Beijing offers Jakarta $200m aid 


starts to slow down 


By James Kynge hi Stwnyaog. 
north-wit CWna 

China's economy showed 
signs of a marked slowing in 
the Bret quarto- of this year 
adding urgency to calls for 
reflatlonary measures and 
for reform of loss-making 
state-owned industries. 

Industrial output in the 
first thre e months of the 
year grew by &2 per cent, 24J. 
Percentage points less «wm 
during the same period of 
last year and L9 percentage 
points less than in 1997 as a 
whole. If China is to meet its 
target of 8 per cent gross 
domestic product growth 
this year it should be record- 
ing a level of industrial 
expansion of nearer 11 per 
cent, said Zbai Fan, an econ- 
omist with the State Cornual 
Development Research Cen- 
tre, a leading think-tank. 

Part of the reason for the 
lacklustre industrial perfor- 
mance was that gni a r p rhuHf 
are cutting production in 
response to a chronic over- 
supply of many, different 
types of goods. Prices fell by 
1-2 per cent in March tram a 
year earlier, and by 1.5 per 
cent in the first quarter, 
owing to stiff competition. 

Zhu Rongji, China’s new 
premier, said this month eco- 
nomic growth was 7J> per 
cent in the first quarter. The 
Organisation for Economic 
Co-operation and Develop- 
ment (OECD) last week pre- 
dicted growth would foil to 
7.2 per cent this year, down 
from 8A per cent last year. 

The impact of this slowing 
trend, which is complicating 
an already perilous transi- 
tion toward a free-market 
economy, was on display in 
Shenyang, the capital of 
China’s “rust belt" province 

Of Ijanntng 


Wen Shizhen. provincial 
governor, said yesterday 
that one million workers 
were to be made redundant 
as loss-making state-o wn^ 
enterprises were closed or 
merged over the next two 
years, nearly doubling the 
current number of 1.2m 
unemployed state workers. 
He appealed to all town and 
city mayors in Uaiinfrig to 
help create 400,000 Jobs 
annually to absorb the 
newly unemployed. 

But the potential, for social 
disturbances was dear. Qua 
road lined. by insolvent state 
enterprises in. Shenyang yes- 
terday, about 50 redundant 
workers used their bicycles 
to blockade the traffic for 
several hours. 

"I served our plant for 46 
years and- now I have noth- 
ing left. I don't know how I 
am going to : buy next . 
month's rice,” said one ' 
woman demonstrator who 
complained that her pension 
was no longer being paid by 
the bankrupt m unk jans : foo- 
tory that employed her. ' 

So far, China's response to 
this type of challenge lias 
not been to slam the brakes 
on economic reform, but 
rather to seek ways, to 
reflate. Yao Yuanlong, a 
researcher with the Institute 
of Scientific «wi Technical 
Information of riiiM said a 
plan to end subsidised state 
housing from the awwii half 
of the year would create a 
huge boost tar consumption. 

Officials think - tank 
academics are also nailing 
for tax rebates and increased 
credit for exporters as a 
Tnaawg of maftitafnlng trade 
growth without devaluing 
the yuan, China’s currency. 

In the first quarter, 
exports were up 123 per cent 
to $40.1bn and imports 


Korean talks on 
fertiliser stalled 


By James Kynge 

Talks between negotiators 
for North Korea and the 
rival South were stalled yes- 
terday on details of provid- 
ing agricultural fertiliser for 
Pyongyang in exchange for 
concessions on allowing the 
reunion of families separated 
since the Korean war of 

1950-53. 

Pressure on the North has 
also been growing from a dif- 
ferent quarter. Catherine 
Bertini, head of the. World 
Food Programme under the 
United Nations, said in Bei- 
jing at the weekend that the 
WFP bad threatened to . cut 
back food relief if Pyongyang 
continued to bar the relief 
organisation foam 50 of the 
country's 210 counties. Fam- 
ine has hit the secretive. Sta- 
linist state and relief organi- 
sations say that starvation is 
commonplace. 

“We said to the North 
Koreans that, within a cer- 


tain period of time if we did 
not have access to the addi- 
tional counties, we would 
then cut back the amount of 
resources that we were send- 
ing." Ms Bertini said. She 
adde^-Jtytt six out of. 10 
Ndrth Kortanjdrildreawere 
now being bam underweight 
and that three of those six 
died 

The North’s main demand 
at negotiations in Beijing is 
far as much as 200,000 
tonnes of fertiliser to help 
restore the country’s largely 
exhausted. soil. The South, 
wants Pyongyang to agree to 
reunions of families sepa- 
rated by the war. which are 
believed to involve miltions 
of people. • 

The two sides agreed to 
meet again today to try to 
find a compromise. Seoul 
also wants to exchange 
envoys with Pyongyang and | 
reope n l tefryv * offices hi the 
border truce village of Paxt- 
munjom. 


India to lift 
some import 
restrictions 


By Amy Louise Kazmin 
in New DeM 

India is to lift import 
restrictions on 340 items in 
an apparent effort by the 
BJP-led government to sig- 
nal its intention to con t in u e 
trade liberalisat io n . 

Hama Krishna Hegde, the 
commerce minister, also 
announced that India was 
simplifying and decentrali- 
sing bureaucratic procedures 
for exporters, and making it 
easier for companies m key 
export sectors to impart cap- 
ital goods with duty conces- 
sions. 

While major Indian 
exporter organisations 

kflfioH the announcement as 
“export friendly", Bibek 
Debroy, a New Delhi-based 
international trade expert, 
said India's trading patterns 
were unlikely to J® 
impressed with what he 
called a half-hearted attempt 
at trade liberalisation. 

. While the new government 
- led by the Bharatiya Janr 
ata party - has lifted restric- 


tions. on. some paper prod- 
ucts, twHiw mid chemicals, 
Mr Debroy said many of the 
newly liberalised items, such 
as fish, wooden dolls and 
hairbands, were “easy 
Items" which were neither 
particularly- important nor 
controversial. 

It would be tough to con- 
vince the World Trade 
Or ganisation India was seri- 
ous about phasing out 
impart restrictions, he said 

In an agreement with trad- 
ing partners such as Austra- 
lia, Japan, Europe and Can- 
ada. India has five years to 

phase out .all its remaining 
im por t restrictions while a 
dispute with the US tm the 
same matter still remains. 

Mr Debroy said the trade 
liberalisation policy showed 
the new government, .was 
“going to reform but the 
reforms are going to be very, 
very slow". 

However, other trade pot 1 
icy experts said they are still 
waiting for the budget to see 

the tariffe levied on foreign 
products. 
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climbed 2.7 per cent to 
$29.54bn. The performance 
was better than expected but 
some econ omists sa id the 
enhanced c atqwMUvm ags of 
south-east Asian nations 
after currency devaluations 
might yet Start to teS 
this year. 

■ China has instructed stats 
banks to. classify loans in 
line with international stan- 
dards as part of reforms to 
improve credit analysis and 
i»lAan up bad debts in the 
banking sector, -writes. 

Jhwioc HawHng fn Rhungtxrf 

The state-owned commer- 
cial banks have tended to be 
vague in assessing the scale 

Of -their non-performing 

assets, raising wwivma fh»+ 
the level of problem loans 
could be higher then the 
government's 'estimate of 
20:25 per cent ... 

“Clearing and classifying 
banks' credit assets by using 
international practices is an 
important step in our finan- 
cial reforms «t»iI raiWng of 
financial risk,” Dai Kian- 
glong, governor of the 
People’s Bank of China, the . 
central bank, was. quoted as 
saying by state media. I 

Emerging markets. Page 18 


Byfina Robtason ta Jakarta 

China has offered Indonesia 
more than $200m of aid in an 
attempt to shore up zts trou- 
bled economy. The offer by 
Tang Jfcoraah, China's new' 
fo reign minister, of f200m in 
export credit facilities and 
$3m in meffl cal aid comes as 
international . pressure on 
Jakarta for T vftmn 

looked likely to broaden to 
Tnrmaii rights jSBUBS: 

Domestic and', interna- 
tional groups -have stepped 
protests over a mOrtary 
crackdown on st udent activ- 
ism and the recent disap- 
pearance of political activ- 
ists, and groiq* from Europe 
and the US are expected to 
bring allegations of fodone- 
sian military abuse before 
the. United Nations Commis- 
sion OH Bnwwn TH flfot* . now 
; in its 54th sesstonin Geneva. • 

The US gove rn ment has 
also discreetly lodged official 
j complaints about the disap- 
pearances to the Indonesian 
anbassy in Washmgton and 
through its embassy in Jak- 
arta. At least 11 activists 
have . been .missing for 
weeks, Indudlng student 
leaders and members of 
opposition groups, according 
to the IxsHooeatep Aid 

Foundation: 

The US congress is sched- 
uled this month to vote an a 
further$i8bn to 



Travel ban imposed on executives 
and owners of troubled banks 


Tang .fiaxuan, China’s foreign minister (ten], greets 
Suharto of I n done s i a in Jakarta yesterday. 


the IMF, and some congres- 
sional representatives have 
already ai gpaiipH their readi- 
ness to make an issue of the 
IMF’s large allocation to 
Indonesia. Several delega- 
tions Of US nftwgreaalnnal 
staffers vi si t in g Jakarta this 
month are also expected to 
raise human rights issues. 

Beijing’s most recent offer 
of aid adds to its c ommi t, 
meat of $4Q0m to the IMF- 
orchestrated fund in support 


Of fnriftnoHa and imrimrUriPa 

China’s new-found willing- 
ness to take on diplomatic 
and economic responsibili- 
ties for the region following 
tH« Asian crisis. 

The Chinese leadership 
has also acknowledged its 
ability to act as a stabilising 
force in Asia with promises 
of further funds for regional 
assistance and repeated 
pledges that Beijing will 
hold the Chinese currency 


The Indonesian government 
yesterday imposed a travel ban 
on 50 executives and owners of 
14 troubled banks which wore 
taken over or suspended by the 
government Iasi week, writes 
Oman Robinson In Jakarta. 

The move reflects Jakarta's 
growing push to dean up the 
ding banking industry, under 
the governments ayasmant 

with the International Monetary 
Fund to restructure the sector. 

Several of the banks are 
owned by relatives or dose 
friends of President Suharto, 
whfle Mohamad Hassan, the 
trade and Industry minister, 
owns aw of the banks placed 
under government management 
The restraint order cBd not name 
the executives, but Included 


steady rather than risk 
sparking another round of 
instability by a devaluation. 

Indonesia last week agreed 
with the IMF to adopt an 
economic reform programme 
that will unlock the second 
$3bn tranche of the IMF- 
sponsored $43bn rescue 
package and billions of dol- 
lars more in aid and trade 
finance guarantees. 

President Suharto, com- 
menting yesterday for the 


' main shareholders and senior 
management erf the banks, 
officials said. 

The travel ban would aBow 
the authorities to continue 
Investigations Into the troubled 
institutions and woidd also 
prevent any bank executive 
leaving the country with public 
funds, offldets arid. The 
Investigations could lead to 
legal action, lnducBng charges 
of embezzlement, they added. 

“I am not accusing them of 
having committed crimes, but I 
don't rule out the possibfllty that 
this matter could lead to a 
criminal Investigation," said Mr 
Muladt, Indonesia's justice 
minister. The 30-day restraint 
order could be extended for as 
long as necessary, he added. 


first time since the accord, 
pledged he would “fully 
implement” the comprehen- 
sive 117-point reform pack- 
age. “Only with a consistent 
approach will we be able to 
get out of this economic and 
financial crisis step-by-step,” 
he told a ceremony for civil 
servants. “Basically, the eco- 
nomic and financial reform 
policy has been completed 
and it will be Implemented 
consistently." 
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IMF/WORLD BANK SPRING MEETINGS MORE FOREIGN EXCHANGE INFORMATION TO BE REQUIRED 


Standards for data to be tightened 


By Robert Chafe, Economics 
Editor, in Washington 

The International Monetary 
Fund is to tighten Its stan- 
dards for member countries' 
economic data, now that 
France has dropped Its oppo- 
sition to a requirement for 
more information on foreign 
exchange reserves. 

The IMF's special data dis- 
semination standard will 
require countries to publish 
information on their net for- 
eign exchange reserve posi- 
tion, after taking sgies and 
purchases in the forward 
market into account. Until 


now information on reserve- 
related liabilities has only 
been “encouraged" under 
the standard. 

The decision to tighten 
coverage of foreign exchange 
reserves follows the Thai 
government’s use of forward 
operations to exaggerate its 
reserve holdings in the 
run-up to the baht's devalua- 
tion last July. Until recently 
the idea had been opposed 
by the French central bank, 
with Japan also lukewarm. 

More than 40 countries 
have already subscribed to 
the data standard, which is 
intended as a benchmark for 


countries with access to 
world capital markets. It 
lays down requirements for 
tbe frequency, timeliness 
and coverage of data. 

The extension of tbe stan- 
dard will be discussed by 
finance ministers and cen- 
tral bank governors in Wash- 
ington this week, where the 
IMF and World Bank will 
hold their spring meetings. 

Following the Aslan crisis, 
officials are also keen to see 
countries publish more data 
on their holdings of 
short-term foreign debt But 
thjs will be much more diffi- 
cult to pull together and 


agreement has not been 
reached on details. 

The Bank for International 
Settlements in Basle is likely 
to increase the frequency 
and timeliness of its data on 
the maturity and composi- 
tion of external debt. The 
leading proposal is for large 
b anks to provide informa- 
tion once a quarter, with 
smaller banks only required 
to report once a year. 

Micbel Camdessus, the 
IMF managing director, is 
also keen to keep up the 
momentum of efforts to 
encourage free capital flows, 
despite calls for restrictions 


after the Aslan crisis. 

The IMF board has agreed 
a draft rewording of the 
organisation’s articles of 
agreement which would 
make encouragement of free 
capital flows one of its pur- 
poses. Article L2 would com- 
mit the Fund “to facilitate 
the expansion and balanced 
growth of International 
trade in goods and services 
and an efficient interna- 
tional allocation of capital". 
Article L4 would commit the 
Fund "to assist in the estab- 
lishment of a multilateral 
system of payments in 
respect of current and capi- 


tal transactions between 
members, In the orderly lib- 
eralisation of international 
capital movements, and in 
the elimination of foreign 
exchange restrictions which 
hamper world trade and 
investment”. 

These amendments wQl be 
considered by the IMF's 
“interim'’ committee next 
Thursday, but other articles 
will also need amending to 
define the extent of the 
Fund's jurisdiction over cap- 
ital flows. Work Is likely to 
be carried out over the sum- 
mer for discussion at the 

anti mm arnmal meeting. 


IMF OUTLOOK EUROPEA N NATIONS WARN E D 

Labour reform 
failings ‘EU’s 
Achilles heel’ 


IMF ECONOMIC OUTLOOK RATE OF EXPANSION EXPECTED TO REBOUND AFTER WEAKEST PERFORMANCE FOR FIVE YEARS IN 1998 


World output growth revised down to 3.1% 


By Robert C&ote 

Asia’s financial crises mean 
the world economy will 
record its weakest growth 
for five years in 1998, but the 
rate of expansion should 
soon rebound to exceed its 
long-run average, the Inter- 
national Monetary Fund said 
yesterday. 

World output should rise 
by 3.1 per cent this year, less 
than the IMF predicted in 
October and December. The 
largest downward revisions 
are for the three countries 
most affected by the crises - 
Indonesia, Korea and Thai- 
land - where weak domestic 
demand is outweighing 
increased net exports. 

"Although there are pain- 
ful adjustments yet to come, 
there are grounds for expect- 
ing a continuing recovery of 
confidence in these econo- 
mies in foe year ahead, fol- 
lowed by a moderate pick-up 
in activity in 1999." accord- 
ing to the IMF's twice-y early 
World Economic Outlook. 
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The combined GDP of tbe 
five countries most affected 
- Indonesia, Korea. Malay- 
sia, Thailand and tbe Philip- 
pines - is expected to fall 
this year following average 
growth of more than 7 per 
cent a year between. 1990 and 
1996. Their current accounts 
should be in surplus by 
$20bn this year, compared 
with deficits of $27bn in 1997 
and S54bn in 1996. 

Huge depreciations In 
these countries’ currencies 
will boost export demand, 
but the IMF thinks domestic 
demand is unlikely to stage 
a meaningful recovery until 
confidence is restored in 
their financial sectors. In the 
US depression of the 1930s, 
the Chilean debt crisis of the 
early 1980s and the Mexican 
financial crisis of the mid- 
1990s, turnarounds did not 
take place until decisive 
action was taken to deal 
with weak banking systems. 

Indonesia, Korea and Thai- 
land need to dose insolvent 
institutions and recapitalise 


viable banks, as well as 
improve supervision. Japan 
too needs to be more deci- 
sive in addressing its bank- 
ing system problems. 

The Aslan crisis should 
have a modest contraction- 
ary and disinflationary 
impact on the industrial 
economies. The expected 
growth rate for the Indus- 
trial countries has been 
revised down to 2.4 per cent 
for this year, with the same 
rate expected in 1999. Modest 
monetary tightening should 
see growth of 29 per cent in 
the US this year decelerate 
to 29 per cent in 1999, while 
output stagnates this year in 
Japan before growing by 19 
per cent in 1999. 

While noting the long 
duration of the current eco- 
nomic upswing in the US. 
the Fund cautioned against 
assuming the business cycle 
had been abolished in a 
“new paradigm". It noted 
current employment growth 
rates in the US could not be 
sustained and further signifi- 


cant fa lls in unemployment 
would fuel inflation. Specu- 
lation about the end of tbe 
business cycle was rife in 
the 1960s, but was swept 
away in the 1970s. 

The IMF also played down 
worries about global defla- 
tion, noting conditions were 
very different from those of 
the depression. Exchange 
rates are more flexible, 
policymakers have more lee- 
way to adjust monetary and 
fiscal policies, tbe "lender of 
last resort” function of cen- 
tral banks Is better under- 
stood and international 
co-operation helps avert 
damaging national policies. 
Sustained moderate growth 
around the world should 
also help avert deflation. 

Growth in developing 
economies is expected to 
slow from 5.8 per cent in 
1997 to 4.1 per cent this year, 
less than two-thirds the fig- 
ure expected in October. 
"Although it seems unlikely 
international investors will 
substantially reduce their 


exposure to mar- 

ket countries that are not at 
the centre of the crisis, gen- 
erally high risk premiums, 
losses of competitiveness, 
lower commodity prices and 
stepped-up efforts to address 
domestic and external imbal- 
ances are likely to cause 
most developing countries to 
experience at least modest 
slowdowns of growth in 
1998,” the outlook said. 

The IMF praised China for 
defending the yuan and 
urged strong adjustment 
efforts in India and Pakistan. 
Latin America has weath- 
ered the crisis relatively well 
but growth will slow this 
year in part because of the 
measures taken to guard 
against shifting investor sen- 
timent. 

Growth in Africa is expec- 
ted to accelerate this year, 
but rising risk premiums for 
emerging market debt will 
raise foreign borrowing 
costs. 

The impact of the Asian 
crisis in the transition econ- 


omies has varied widely, 
depending on the interna- 
tional integration of domes- 
tic fiwMTWitoi markets, exist- 
ing policy weaknesses and 
the Importance of economic 
links to Aslan economies. 
But for the first time since 
the transition began, every 
transition economy is expec- 
ted to grow this year. But 
the Fund warned that the 
transition economies faced 
pressing fiscal challenges. 

Keeping an eye out for 
future problems, the Fund 
noted that economies were 
typically overheated in the 
run-up to crisesr Inflation 
was relatively hi g h , the real 
exchange rate appreciated, 
the c urr e n t account deficit 
widened, domestic credit 
grew at a rapid pace and 
asset prices were often 
inflated. Real exchange rate 
appreciation, excessive 
domestic credit expansion 
and a rapidly rising ratio of 
broad money supply to inter- 
national reserves could thus 
signal vulnerability. 


By Robert Cbo* 

Inadequate labour market 
reform is the Achilles heel of 
the European Union’s immi- 
nent single currency, threat- 
ening public support for the 
pursuit of low inflation, tbe 
International Monetary 
Fund warned yesterday. 

"The broad consensus In 
favour of policies directed at 
price stability could be chal- 
lenged if sufficient progress 
zs not made in reducing 
structural unemployment." 
the IMF said in its latest 
World Economic Outlook. 
“Without such support, even 
an independent central bank 
could find it difficult to sus- 
tain such policies for long.” 

Progress in reducing infla- 
tion provides a propitious 
starting point for a single 
European monetary policy, 
the IMF believes. "In most 
countries, however, addi- 
tional filial and structural 
policy measures - as well as 
being desirable in their own 
right - are needed for the 
monetary union to work 
smoothly and effectively.” 

With economic and mone- 
tary union removing a coun- 
try’s ability to use interest 
and exchange rate policies 
independently, underlying 
fiscal positions need to be 
strong to give room for man- 
oeuvre on budgetary policy. 

The IMF thinks most euro- 
zone members will need 
medium-term fiscal positions 
that are at least in balance, 
with moderate surpluses 
required If pensions systems 
cannot be reformed to com- 
pensate for looming demo- 
graphic changes. 

Of the 11 putative Emu 


participants. Finland, 
Ireland and Luxembourg 
should have fiscal positions 
in balance or surplus this 
year. The other eight have 
structural deficits ranging 
from 1 to 2.5 per cent of 
gross domestic product. 

These countries need to 
strengthen their fiscal posi- 
tions to comply with the 
EU's “stability and growth 
pact", although they will be 
helped by falling interest 
payments on government 
debt. The outlook noted 
most European countries 
had been reluctant or unable 
to implement necessary 
labour market reforms and 
that their willingness to 
push fiscal consolidation fur- 
ther was in doubt. 

The Fund believes that 
economic activity in conti- 
nental Europe will continue 
to strengthen, notwithstand- 
ing tbe Asian crisis. Interest 
rates should remain 
unchanged in France and 
Germany, to strengthen 
domestic demand. A fail -.in 
Italian rates to the same 
level should not pose undue 
inflationary risks. But rates 
in the euro-area are likely to 
rise next year. 

The EU economy is expec- 
ted to grow 2.8 per cent both 
this year and next, with Ger- 
many and France recording 
2.5 and 2.9 per cent growth 
respectively. Growth in 
Ireland, where- the threat of 
overheating seems greatest, 
is expected to exceed 8 per 
cent, dropping to 6.8 per cent 
in 1999. Inflati on in the EU Is 
forecast at 2 per cent this 
year and next, while unem- 
ployment is set to edge down 
from 10.6 to 10.2 per cent 
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Iran’s factions wary after Tehran mayor’s arrest 



By Rotate AHen in Dubai 


Khatami: warned against rallies 
in stropori: of Tehran's mayor 


Mohammed Khatami, the 
Iranian president, has 
warned against rallies in 
support of Tehran's mayor, 
Gholamhosseln Karbaschi, 
whose recent arrest accord- 
ing to senior western diplo- 
mats, has “crystalised" the 
growing factional dispute 
between moderates and con- 
servatives in Iran. 

While the moderates are 
led by the president their 
conservative opponents are 
headed by Ayatollah Ali 
Khamenei, the country's 
spiritual leader. Abdollah 
Noun, interior minister, yes- 
terday praised Mr Karbaschi 
for his work in Tehran. 

Mr Karbaschi was 
detained on April 4 on after 


several visits to Tehran's 
main judiciary building to 
answer questions about his 
role in alleged embezzle- 
ment bribery and “influ- 
encepeddling" among senior 
members of his staff at Teh- 
eran's municipality. 

His arrest is thought to be 
part of moves to undermine 
Mr Khatami’s authority by 
hardline conservatives, who 
may have lost nationwide 
support but still control 
many of the nation’s key 
organs of power. 

One of the power centres 
outside Mr Khatami's con- 
trol is the judiaazy, which is 
independent of the cabinet. 
Its .chief. Ayatollah 
Mohammed Yazdi. is 
appointed by Mr Khamenei, 
and accountable only to him. 


By contrast Mr Khatami’s 
justice minister, Ismail 
Shonshtari, also doubles as 
cabinet affairs minister and 
has little authority beyond 
the funding and administra- 
tive affairs of his ministries. 

The judidaxy's pursuit of 
Mr Karbaschi, a dose ally of 
Mr Khatami, started last 
May immediately after Mr 
Khatami's unexpected land- 
slide victory in national 
presidential elections. 

Mr Khatami ran on a pro- 
gramme of civil and eco- 
nomic reform, the rule of 
law, and an end to Iran’s iso- 
lation. 

These were all policies 
which have threatened the 
interests of the narrow 
circle of conservative mul- 
lahs and businessmen who 


have run Iran since 1979. 

Mr Karbaschi has won 
wide praise for -his effective- 
ness as mayor of Tehran 
since 1990 in i m proving both 
the appearance of the dty 
and the quality of its public 
services..- . 

.However, his high-handed 
methods made many ene- 
mies, notably among rich 
individual secular property 
owners and the clerical 
establishment, including the 
Bonyads, the religious state 
foundation which takes in 
the country's largest land- 
owners. 

The cabinet has con- 
demned Mr Karbaschi ’s 
arrest, emphasising its com- 
mitment to the "rule of law 
and order," and reaffirming 
that Mr Karbaschi would 


continue to act as mayor 
even from jaUL 

But Tehran analysts 
argued that Mr Khatami is 
unlikely to seek a showdown 
with tiie conservatives. Such 
an approach would not be 
consistent with his character 
or style, which has been to 
emphasise the importance of 
dialogue and the pre-emi- 
nence of the rule of law. 

Analysts also pointed out 
that Mr Khatami needs the 
support of the conservative- 
dominated parliament to 
bring a measure of order 
into Iran's chaotic public 
fi nances. State income has 
been badly hit by failing oil 
prices. Oil sales comprise 80 
per cent of hard currency 
earnings and 70 per cent of 
the government’s conven- 


tional budget revenue. 

Yesterday, dealers in 
Dubai, the only centre out- 
side Tehran where Iran’s 
currency has traditionally 
been traded at its real mar- 
ket rate, stopped accepting 
Iranian rials after the cur- 
rency fell 13 per cent tn 
three days to ZR5.930 to the 
US dollar, compared with 
014,630 last December and 
IR70 at the time of the 1979 
Islamic revolution. 

Mr Khamenei has ordered 
the heads of the executive, 
judiciary and legislature to 
defuse tbe mayoral crisis. 
According to the conserva- 
tive daily Jomhuri Rwinmi on 
Monday, parliament is to 
meet today in closed session 
to discuss tbe stand-off with 
Mr Karbaschi 
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White House war 
on tobacco hots up 


By Richard Wofflu 
in Washington 



The White House said 
yesterday it was pushing for 
tougher penalties on tobacco 
companies If they did not 
meet strict targets on reduc- 
ing teenage smoking-- in 
spite of aggressive opposi- 
tion from Industry leaders. 

White House' staff said 
they would put pressure on 
senators to increase the pen- 
alties on tobacco companies 
- currently capped at $Wbn 
s year - if teenage 
targets were missed. 

The strong negotiating 
stance from the US adminis- 
tration comes just a week 
after tobacco companies 
declared war on the legisla- 
tion which is currently pass- 
ing through the senate. 

Stevan Goldstone, chair- 
man and chief executive of 
RJR Nabisco, the second big- 
gest US tobacco company, 
last week accused Congress 
of embarking cm a “taxing 
frenzy” that would destroy 
his own company and the 
rest of the industry. 

In June, the US tobacco 
industry agreed with state 
attomeys-general to pay out 
$368.5bn over 25 years and 


accept tough advertising 
restrictions in return for pro- 
tection from big state law 
suits. 

But earlier this month sen- 
ators approved draught leg- 
islation that would increase 
the penalties to more th an 
S 600 bn without giving the 
industry the legal protection 
it wanted. Martin Brough- 
ton. chief executive of BAT 
Industries, has already imih 
- his company will not 
cooperate with the new bill 

President Bill Clinton has 
come under mounting pres- 
sure to take a leading role to 
the battle between Washing- 
ton and the US tobacco 
industry. In a series of inter- 
views over the weekend, the 
leading Senate backers of 
new anti-tobacco legislation 
called on Mr Clinton to lead 
support for the draught MIL 

John McCain, the Arizona 
senator who is the chief 
architect of the bill, said: 
“The president needs to tell 
me and the Congress and the 
American people ' exactly 
what is and what isn't 
acceptable. -And then we 
move forward from there.” 

D onna ffhaTala, health anrj 
human services secretary, 
said the administration was 


City subway update: 
in a deep hole 
and still digging 

Should the tunnelling stop? The idea 
has caused earthy debate to surface 


T he invocation of the most 
commonly accepted prin- 
ciple of hole management 
- that It is best to stop 
digging when you find yourself 
in one - has sent the short- 
lived peace in the Metropol- 
itan Transportation Authority 
boardroom down the tubes. 

Xavier Becerra, a local 
Congressman, stirred things 
up mightily last week when he 
popped over from Washington 
to remind the MTA of this 
cardinal rule. He flummoxed 
the factions with the assertion 
that work on the city subway 
system - years bahfod ; 
schedule and prelected to 
cost more than $6bn - should 
be stopped and the money go 
towards trams and buses. ‘ 
Such commonsenskal 
notions 8 it in with the political 
blgwfgs, who see themselves 
as patrons of a grand-scale 
project key to their ambitions 
to make Los Angeles the very 
model of a modem city fit for 
the new millennium. 

Grubbing up the roots of 
the conflict which have fed a 
bitter years-old debate, the 
Latino leader exposed to 
public view the gap between 
the vanity of local politicians, 
the raei-worid perceptions of 
those who bankroll them over 
on the east coast, and the 
travails of the main consumers 
of public transport In Detroit's 
favourite city. 

His Intervention, on behalf 
of The most transit- 
dependent, the poorest and 
least-served areas of the 
county," reminded the MTA 
that It needs all the support it 
can get in Washington, where 
continued federal funcBng has 
been made conditional on the . 
agency’s coming up with an 
acceptable recovery plan. 
Proposals to reform Its 

spending habits last week sat 

unopened and un discussed 
for the third board meeting in 
a row. The hapless author, 
Julian Burke, acting MTA ohlef 
executive, blinked non-com m- 
ittaily as his friend, Mayor 

Richard Riordan, argued for 
his pet project, an unfinished 
$ 1 . 2 bn Une linking downtown 
with north Hollywood. LA had 
made Itself a laughing stock 
by not finishing things it 
started, he said, and the 
Hollywood line was seen In 
Washington as a test of LA's 

ability to charge its ways. 

But old habits, especially 

the bad ones, die hard at the 
MTA. Dashing Into the breach 
opened by the Becerra 
bombshell, board member 
Gloria Molina returned to a 
well worn theme. It was time 
for the the board to take back 
decision-making control from 
. Burke, the.fourth CEO in five - 
years to find himself pinned hi 
the political crossfire. 

The 70 -year-old tumround 

specialist was shoe-homed 

Into the job of running the 
nation’s biggest infrastructure 
project by tononer the mayor 
last summer after an executive 
search fetfed to find, anyone 
wiffing to face the flak- 

But there was another. 

doubtless unintended, thread 
to the arguments of the 

peppery Ms MoKna. a county 

supervisor. She could not be 
a “yes" person fix manage- 
ment as that wouW imply 
betraying Interests of travellers 


and taxpayers, she declared. 
This disorder must stop." 

Off-loading politicians from 
the board was not the solution 
she had h mind, but their 
record should be recommend- - 
ation enough for the notion to 
beer thinking about ' 


California's holy war against 
tobacco continues this month 
with a foray into the high 
ground occupied by the cigar 
smoker. "Cigars, the big new 
trend In cancer - to the Br» 
chosen to present the Malm ‘ 
that a single stogie - of the 
scale favoured by President 
Clinton among others - to 
stuffed with as much nicotine 
•a 70 cigarettes. 



Latter from 
Los Angeles 

Christopher Partes 


The TV commercial, one of. 
a stoles planned, to the first 
concerted attempt by the 
state government to stifle a 
habit formarty confined to 
fncorrigtotas - smokers older 
aid better off than 
youngsters. 

The health services 
department blames an orch- 
estrated marketing campaign, 
which has allegedly bought 
the allegiance of stare and TV 
and film producers who 
regularly place dgara ki their 
screen and facial features. As 
a resuit, It says, the number of 
youngsters sucking the things 
has tripled since 1990. 

As to its custom, the 
tobacco industry let the acTs 
unveiling pass wtthout 
comment, but the anti-baccy 
lobby was not pleased. . 
Everyone knew, said one 
campaigner, that banging on 
about health effects made 
little Impact on the young, it 
was far better, he said, to 
stress the unattractiveness of 
smtoty breath, yeOow teeth 
and toher side affects, so 
tastefufly elicited In a local 
San Francisco Initiative with 
the theme: "Ogarst they took 
Dire what they smell Hke." 

d‘ □ □ ; " 

The patient dfy.oouncfflore of 
Fullerton, Orange County,. .. 

have tried and failed with 
subtle ploys to reclaim a dingy 
cut da see from the grasp of 

young hooflgans, Extra street 

lights and clean-up orders to' 
the landlords in the 2300 
block of West Baker Avenue 
have had nfl effect. The Baker 
Street Gang members roister ; 
cxi, tagging every square Inch 
with spray-paint and t 
terrorising the neighbours. ■ 
Now it’s time to gettough. ' 
With the Messing of local 

police, the councfi Is to 

consider renamfrtg fh® avenue 
pansy Circle. Thb breath- 
taking Initiative, supporters _ 
argue, will be enough to send 

tpe testosterone-loaded thugs 
panning for cover. 

•We dent want this to be 

an attractive area fef . the 
gang," said police sergeant v 

Dave Stanko. “The other- 

connotation IjesktaB a flower 
is something a gang.woukinl 
want to Identify with." 


THE AMERICAS 

SINO’US RELATIONS PRESIDENT IS RELYING ON WARMER TIES TO CURB S OARING TRADE DEFIC IT WITH CHINA 

Clinton bets on softly, softly tactics 


committed to driving the 
tobacco law through Con- 
gress - hut did not indicate 
any details It would support 
“The important thing Is that 

the president win be there, 
he will beVthe leader that 
pUXts the ’ final piece of legis- 
lation together,” she said. 

Meanwhile, the Federal 
Trade Commistdon revealed 
yesterday it was in the final 
stages of sending a report on 
cigar smoking to 1 Congress. 
The FTC said it was gather- 
ing evidence- from the dgar 
industry, which is not regu- 
lated by the same health 
warnings as cigarettes. 

0)gr a T gmr^rtn g h qs h awmo 

increasingly fashionable in 
the US, with a number of 
smokers rising by 50 per 
cent since 1993, according to 
a government study pub- 
lished last week. 

The National Cancer Insti- 
tute said smoking cigars - 
which has become particu- 
larly popular among teenag- 
ers - poses just as greater 
risk of mouth, throat and 
ltrng cancer as cigarette 
smoking. 

The report said cigars con- 
tained as fouch as 90 timrw 
the levels of carcinogens as 
cigarettes. 


By Nancy Dunne to Washington - 

President Bill Clinton has 
gambled heavOy on the prop- 
osition that wanner rela- 
tions with Beijing will 
reduce the US trade deficit 
and lure China off the path 
of mercantilism. 

US complaints over intel- 
lectual property violations, 
questionable technology 
transfers and textile trans- 
shipments have been played 
down as the president pre- 
pares for bis second summit 
with Jiang Zemin. China's 
president, in June. 

The administration is also 
fiercely opposing legislation 
which could create new 
problems: a bill ' moving 
[ through the House of Repre- 
sentatives which would 
Impose sanctions on coun- 
tries engaging in religious 
persecution. 

But the pay-off must come 
soon. The trade deficit last 
year soared by more than 25 
per cent to almost $50bn, 
and now appears to be rising 
at twice the rate of last year. 

"The deficit cannot con- 
tinue on its present path. It 
is politically unsustainable.” 
said David Aaron, commerce 
under-secretary for trade, 
who this week is'in Betting 
to p*ve the way Dor the sum- 
mit “My view is that the 



Pointing ttia fingar Cftitan (right) l» taking a softer Bn® towards Jiang than on last yonris US visit flP 


Chinese . leadership has 
begun to realise that Increas- 
ing Imports from the US is in 
both countries’ interests.’’ 

With him are representa- 
tives from 18 US companies, 
whose presence sends a mes- 
sage of US expectations for 
“concrete" progress on the 
deficit Five sectors are rep- 
resented: insurance; engi- 
neering. design and con- 
struction; information 
technologies; manhina tools; 
and project finance. 


Increased US imports in the 
five sectors, Mr Aaron 
argues, will help China deal 
with the Asian finanriai cri- 
sis and Its own economic 
restructuring while reducing 
the US deficit 
China’s insurance market 
for example, now valued at 
$12bn. grew at an annual 
average rate of 33 per cent 
between 1993 and 1997. But 
of the 93 foreign insurance 
companies with offices in 
China, only eight have been 


granted licences. Twenty- 
three US companies have set 
UP for business, but only two 
- AIG and Aetna - have 
received licences, giving the 
US a market share of less 
than 1 per cent 
“We want to convey to 
authorities that market 
access will support the kind 
of reforms they want to 
undertake," said Mr Aaron. 
A “dramatic expansion” In 
the insurance sector would 
mobilise capital for re-lnvest- 


- meat in China, while giving 
US companies business 
opportunities. 

Washington also has hopes 
for increased sales in com- 
puters and telecommunica- 
tions. Computer Imports 
from mainland China last 
year grew to almost S4bn, 
while US exports rose to 
only Sl.Sbn. China has 
agreed to join the Informa- 
tion Technology Agreement, 
and US officials will push for 
an early phase-out of Chi- 
nese tariffs. 

Progress towards China’s 
accession to the World Trade 
Organisation may become a 
centrepiece of the summit. 
Mr Aaron said China’s 
recent “comprehensive” tar- 
iff offers left “a number of 
areas of concern". 

Although overall tariffs 
would be cut to less than 11 
per cent, tariff spikes - rang- 
ing from 15 to 50 per cent - 
would remain. Discussions 
would also continue on for- 
eign distribution rights 
which would enable deep 
penetration of China’s mar- 
ket 

The administration will 
follow up the summit with 
intense activity. More than 
40 trade missions, technical 
seminars and other events 
are planned for next 
year. 
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Not if you’re 


working 


with SG 


SG is the new name for Societe Generate 
Group’s international businesses: 
Commercial and investment banking 


Asset management 


Private banking 


The SG mark is more than just a symbol: 


it stands for a commitment to apply our 
expertise to achieve our clients' objectives, 
not just today but for the long term. 


Our recent acquisitions; Hambros Banking 
Group, Cowen & Co, Barr Devlin, and 
Yamaichi Asset Management strengthen 
still further our presence worldwide. 

The Societe Generate Group is the eighth 
largest European bank and sixteenth 


worldwide in terms of assets, and is in 80 
countries with 55,000 people worldwide. 
It is also a leading retail bank in France. 


GROUP 


Sorifcle Generate Is ragulattd by the SFA for the 
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Notice of Offer by 

Valores Industriales, S.A. 

to Exchange 

American Depositary Shares Representing Units 
and Units for . 

Any and All Outstanding Series B Shares 
and 

.American Depositary Shares Representing Series B Shares 
of 

Fomento Economico Mexicano, 
S.A. de CX 


\uiiin> lining trinlcs. S.A. (“VISA"* or the “Cotnpanv") is offering {the “Exchange Offer") to 
I'Xi'Iiange newly issued shares of VISA for any and till outstanding shares of Fomento Economico 
Mcxicanu. S.A. tie C.V. (“FEMSA") as follows: (x) one American Depositary Share (each, a “VISA 
A I AS"), evidenced by an American Depositary Receipt, representing one Unit (each, a “Unit r and 
ingcfhrr with die VISA ADSs. die “VISA Equity Securities”), each Uuit consisting of five shares 
nf VISA (tin* “MSA Shares"), or (y) one Unit. in either case for five of any combination of (i) Series 
B Shares (“FEMSA B Shares") of FEMSA. and/or (ii) American Depositary Shares (together with 
die FEMSA B Shares, the “FEMSA Equity Securities"), each evidenced by an American Depositary 
Reivipi. each representing one FEMSA B Share. VISAs obligation to accept FEMSA Equity 
Securities for exchange pursuant to die Exchange Offer is subject to certain conditions as set forth 
in die Pm?.|M»eru.* dated April 13. 1998 of MSA relating to the Exchange Offer (the “Prospectus"). 
The Exchange Offer is conditioued upon, among other thing?, the valid tender of at least 85% of 
the outstanding FEMSA Equity Securities not currently beueficially held by VISA. MSA currently 
liritefirialiy owns 51.04% of die issued and outstanding FEMSA B Shares. Terms used herein and 
nor otherwi.se defined shall have die respective meanings assigned to them in the Prospectus. 


THE EXCHANCE OFFER WILL EXPIRE AT MIDNIGHT, NEW YORK CITY TIME 
(11:00 P.M. MEXICO CITY TIME), ON MAY 8, 1998, (THE “EXPIRATION DATE”) 
UNLESS EXTENDED BY THE COMPANY. 

A holder of FEMSA Equity* Securities may tender such FEMSA Equity Securities in the Exchange 
Offer only by timely instructing a broker, dealer, trust company, bank, custodian or other nominee 
holding .such FEMSA Equity* Securities on behalf of such holder to tender such FEMSA Equity 
Securities in die maimer and upon die terms and conditions described in the Prospectus. 

Subjirl lu the terms and conditions of the Exchange Offer, including the reservation of certain 
rights by the Company. FEMSA Equity Securities validly tendered and not withdrawn will be 
an r pier I prumpdy after the Expiration Date. 

VI! lenders nf FEMSA Equity Securities may be withdrawn (i) at any time prior to the Expiration 
Date and (ii) if not yet accepted for exchange, after May 23. 1998. which is the fortieth calendar 
day after die date of die Prospectus. 

A registration statement relating to die VISA Equity Securities and the MSA Shares has been 
filed w ith the Securities and Exchange Commission, but has not yet become effective. Such 
Mvurities may not lie sold uor may offers to exchange be accepted prior to the time the registration 
siaieinent becomes effective. This communication shall not constitute an offer to sell or die 
?nliriialion of an offer to buy nor shall there be any sale of these securities in any state in which 
-urli offer, solicitation or sale would be unlawful prior to the registration or qualification under 
tin- .-ecu ri lies laws of any such state. 

The Exchange O ffer in Germany is addressed only to persons trho as part of their profession, 
occupation or business, purchase nr sell securities for their own account or the account of others 
i mil persons who were holders of FEMSA Equity Securities upon the commencement of the. 

T.irh tinge f fffer. 

The I IS. I Equity Securities may not be offered, sold, transferred or delirered in or from the 
\ellterlunds us part of their initial distribution or at any time thereafter, directly or indirectly, 
other than to bunks, pension funds, insurance companies, securities firms, incest men t institutions , 
central governments. large international and supranational institutions and other comparable 
entities, including, infer alia, treasuries and finance companies of large enterprises, which trade 
or incest in securities in the conduct of a profession or trade. Indiriduals or legal entities in the 
\efherlnndx who or which do not trade or incest in securities in the conduct of their profession or 
trade may not participate in the Exchange Offer, and this announcement may not be considered 
in the \elherlands <ui offer or the prospect of an offer to sell USA Equity Securities. 

The Prospectus and the related tender documentation contain important Information which 
should he rcud carefully before any decision is made with respect to the Exchange Offer. 

IS I" is the arnumn by which hdores Industriales. SA. is also known, and by* which it is being 
referred /«* herein. The Company is not affiliated, connected or associated with or related to IXSA 
Infcnialiuntd Service Association or any of its protlucts or services. 

I»i*i juc-t- for ci ij til’s of the Prn-|MViu.- and die related tender documentation may be directed to 
i hr I ufhn tuition Agent u» -ci forth Mow. and copies will be furnished promptly at MSA's expense. 


The Inf mm it ion igt'iltfor the Erchunge Offer is: 

GEORGESON 

& COMPANY INC 


In the l nited States: 

Wall Sm vi Plaza 

N.-w Vork. New York HMM5 

Ikmk- and Bruker- call mllrn (212) 440-^800 

In l SA Call Toll Free: 1-800-223-2064 


The t-rrhunue I gent for the Exchange Offer is: 

Citibank, N.A. 

In the I nitetl Slates: 

1 1 1 Wall Si nr i 
New Vnrk. New York 10043 
Vim: VDR Department 
[800 1 422-2000 


In Europe: 

Moor House. 17th Floor 

119 London Vail 

London EC2Y 5ET. England 

0500-824060 (call toll free within the U.K.) 

44-171-454-7100 (cal! collect) 


In Mexico: 

acting tliroiigh Citibank Mexico. SA.. Cmpo Fuianciero 
Citibank Pa-eo de la Reforrna 390 (6th Fluor) 
Mexico. D.F. 06695. Mexico 
Attn: E-crow Department 
(525) 229-7321 


The Dealer Manager for the Exchange Offer in the L nitetl States is: 

J.R Morgan & Co. 

till Wall Street 

New Vnrk. New York 10260 

i2!2) 483-2323 
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[INVESTMENT UK SPEARHEADS DRIVE FOR FREE1NG -UP OF S A ^S _WjTH[N 

Push for single funds mar ket 


By Jean Eaglesham 

| The UK government is 
spearheading attempts to 
introduce European legisla- 
tion that would allow fund 
managers much greater free- 
dom to sell funds throughout 
| the European Union. 

The UK Treasury has just 
completed a series of 11 
bilateral meetings with other 

EU member states. Invest- 

! meat industry experts say 
[ that it has made fairly sub- 
stantial progress. 

Christopher Jackson, 
chairman of CJA Consul- 
tants, which advises on 
! European policy, said: “The 
, European Commission has 
been very keen to reform 
[ this area] 'for a long time 
but its efforts fell foul 
of the member states. The 
UK government has been 
trying to broker a deal 
! since It assumed the presi- 
dency [of the JSU In Janu- 
ary]-" 

The drive to .-create a sin- 
gle market for funds has 
been given fresh impetus by 
I a new German pension prod- 
uct, the Altersvorsorge Son- 


dervermoegen. The legisla- 
tion to create this savings 
vehicle, passed on April 1, 
restricts it to funds from 
managers that are based in 

Germany. 

France already applies a 
similar restriction to its Plan 
Epargne Action, a share 
savings vehicle. This con- 
trasts with the Individual 
Savings Account, the UK 
savings scheme being intro- 
duced in April 1999, which 
offers tax breaks to UK 
investors on funds from 
companies based in any EU 
member state. 

“While UK fund managers 

are trying to sen into the 
growing market for retire- 
ment savings, our foreign 
competitors are pulling up 
the drawbridge,** said Marc 
Sylvain, managing director 
of Fidelity Investments. *Tt 
is very much a case of jobs 
for the boys in Germany and 
France.” 

Mr Sylvain said the politi- 
cal route of applying pres- 
sure to other member states 
was more likely to succeed 
than simply registering pro- 
tests about perceived 


breaches of the Treaty of 
Rome. 

Ifce Association of Invest- 
ment Trust Companies, a UK 
trade body, lodged a com- 
plaint with the European 
Commission about an effec- 
tive ban by Germany on the 
sale of non-German closed- 
end funds (such as invest- 
ment trusts) in September 
1992. The complaint is still 
being dealt with. "We are 
n ea r ing the end of the pro- 
cess - we hope," said James 
Ross, company secretary at 
the ATTC. 

The UK government wants 
new legislation to replace 
the EU's 1985 UCITS, or 
Undertaking for Collective 
Investment in Transferable 
Securities, directive- The 
new directive would cover a 
broader range of funds, 
including funds of funds, 
derivatives funds and some 
cas h and venture capital 
funds. 

It would also adopt the 
“home state control" 
approach to funds that has 
already been used for a num- 
ber of other financial ser- 
vices areas, such as banking 


and credit. This allows com- 
panies authorised by their 
home state (normally the EU 
country where their main 
operations are based) to 
sell products throughout the 
EU subject to certain 
controls. 

This approach has been 
champ ioned by the commis- 
sion before, but blocked by 
some of the EU member 
states. But Mr Jackson said 
he thought the “chances of 
success look pretty good. 
The coming of the euro [the 
single currency being 
introduced on January i 
1999] has been a great 
incentive for loosening 
thin g s up". 

But Sheila Nlcoll, director 
of legal and fiscal affairs at 
the Association of Unit 
Trusts and Investment 
Funds, warned: “I doubt if 
anything is going to happen 
enormously Cast on all this." 
The UK government is 
understood to want to 
achieve a broad consensus 
on the new directive, but 
does not expect it to be 
agreed in detail until 1999 at 
the earliest. 
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| A C-130J for the RAF under construction at Lockheed Martin's plant in Marietta, Georgia 

Lockheed battles to avoid 
more delays to aircraft 


By Alexander NicoH, 

Defence Correspondent 

Lockheed Martin, the US 
defence contractor, is 
attempting to avoid further 
delays in the delivery of 25 
C-130J transport aircraft that 
are already set to be 18 
months late. 

Executives of Lockheed in 
Marietta, Georgia, where the 
aircraft are assembled, have 
said they have overcome 
engine stalling problems 
which delayed the Royal Air 
Force's £lbn ($l.6bn) order. 
It was also discovered late in 
1997 that Ice build-ups could 
cause directional problems, 
forcing modifications to the 
design of the tail fin. 

Bill Bullock, president of 
Lockheed Martin Aeronauti- 
cal Systems in Marietta, said 
Lockheed planned to deliver 
the first aircraft for testing 
at Boscombe Down, Wilt-* 
shire, in July, and the first 
operational aircraft to RAF 
Lyneham, Wiltshire in Janu- 
ary next year. 

But he said: “Nothing is 
guaranteed or absolute.” 


Lockheed will pay compen- 
sation, the level of which 
still has to be negotiated, to 
meet costs of maintaining 
the ageing C-130 Hercules 
aircraft that the new ones 
were due to begin to replace 
in mid-1997. 

The C-130J has essentially 
the same airframe as older 
models of the 43-year-old 
transporter, but it has been 
radically overhauled with 
digital avionics and fly-by- 
wire systems, operated by a 
smaller flight crew using 
“head-up" displays. It can fly 
higher and land on shorter 
airstrips. 

It has more powerful 
en ginftg made by Allison, a 
US subsidiary of 
Rolls-Royce, and its propel- 
lers, made by Dowty of the 
UK, have six blades instead 
of the previous four. This 
combination changed the 
aircraft’s aerodynamics, giv- 
ing it a greater propensity to 
stall at alow speeds and to 
roll when doing so. Lock- 
heed has introduced a “stick 
pusher" which takes over 
and automatically pushes 


the nose of the aircraft down 
if the pilot has ignored stall 
warnings. US military pilots 
who Initially resisted the 
idea have now accepted it 

Unusually for a military 
aircraft, Lockheed is seeking 
to have the C-130J certified 
for airworthiness by the Fed- 
eral Aviation Administra- 
tion. Lockheed executives, 
who admit they underesti- 
mated the demands of this 
process and of tests required 
on different versions, are 
hoping to win certification 
in May. 

Lockheed has orders for 83 
aircraft from the US. UK. 
Australia and Italy but is 
hoping for more from the US 
and other customers seeking 
to replace the 1200 C-130s it 
has previously made. 

The RAF needs to order at 
least 25 more aircraft to 
replace its fleet and several 
manufacturers including 
Lockheed are competing for 
the order. However. Mr Bull- 
ock said: “Our focus is on 
getting the aircraft to the 
customer under the contract 
we have." 
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Sir lan MacGregor, the 

Scots-bom industrialist who 
became one or Britain’s most ’ - 

controversial figures of the 

1980s when he’ defeated 

Arthur Scargill’s striking 
miners, died yesterday aged : 

85. He suffered a heart 
attack while staying with 
friends in Somerset 



As chairman of the 
National Coal Board during 
the 1984-1985 strike, follow- 
ing an earlier spell as chair- 
man of British Steel Corpo- 
ration, Sir Ian - who had 
built his career in the US - 
personified the battle for 
British industry's future 
fought in the first half oF 
Margaret Thatcher's prime 
ministership. 

Reviled by the left as a 
destroyer of jobs and com- 
munities. Sir Ian saw him- 
self not only as attempting 
to restore the fortunes of 
Britain's biggest state-owned 
loss-makers, but as defend- 
ing democracy from coDec- 
tivism and union power. The 
miners’ defeat was the final 
nail in the coffin of militant 
trade unionism. 

Though their relations 
became distant after the 
strike. Lady Thatcher was 
the first to pay tribute to Sir 
lan last oighL 
She said: “He brought a 
breath of fresh air to British 
industry and he had such a 
genial personality. He had a 
tremendous way of putting 
things. He made a real differ- 
ence and I was very grateful 
when be came back to this 
country.” 

Old enemies remained 
implacable. Mick McGohey, 
former leader of the Scottish 
miners, said he sympathised 
with Sir Ian's family, as with 
any family that lost a father 
and grandfather. 

But he added: “He was a 
class enemy as Car as I was 
concerned." 
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Interest rate conflict not confined to Bank 


i 'T?z r - 


Opinion is divided 
on whether the UK 
economy should be 
reined back, writes 

Richard Adams 

I t may be cold comfort for 
the Bank of England, but 
the rest of the country is 
as divided over the issue of 
UK interest rates as the 
Bank itself appears to be. 

The Bank decided not to 
act on interest rates at its 
latest meeting on Thursday 
- although some members of 
its monetary policy commit- 
tee wanted an increase. City 
and academic economists are 
similarly split between 
hawks calling for a rise in 
rates to bead off a rapidly 
growing economy, and doves 
who see a slowdown already 
under way. 

Official interest rates have 
remained at 125 per emit fer- 
tile past live months. That 
should suggest a plateau has 
been reached - yet the 
MFC’s most recent minutes 
show the committee evenly 
divided. 

The divisions represent 
what Eddie George, the 
Bank's governor, calls. the. 


finely balanced condition of 
the economy. By some mea- 
sures of activity - unem- 
ployment, growth in gross 
domestic product, service 
sector output and consumer 
spending - the economy con- 
tinues to perform very 
strongly. But others - such 
as Inflation, average earn- 
ings and manufacturing out- 
put - fail to provide any 
ammunition for those want- 
ing a rate rise. 

Complicating an this is the 
strength of sterling. The 
pound remains above three 
D-Marks, which makes Brit- 
ish exports expensive. Manu- 
facturers' profit margins are 
being squeezed, but the 
Bank welcomes' the strong 
pound as an aid to keeping 
inflation in check through 
cheapo’ imports. Falling out- 
put from manufacturers also 
helps cool the economy and 
relieve inflationary pressure. 

• -Yet many analysts - 
including those at the Rank 
- think that the pound’s 30 
per cent appreciation should 
have had an even greater 
impact on the UK’s rate of 
inflation. 

Kevin Gardiner, UK econo- 
mist at Morgan Stanley, 
thinks domestically-gener- 


ated inflation could be “sig- 
nificantly higher” than the 
official figures. “Inflation is 
2.6 per cent now, and yet we 
know that the trade- 
weighted index has appreci- 
ated by a third 05310,“ 
be says. The UK has been 
effectively Importing low 
mflation from mainland 
Europe. 

Manufacturers’ organisa- 
tions. such as the Confedera- 
tion of British industry, 
have been vocal in calling 
for rates to be held or even 
cut to bring down sterling 
Kate Barker, the CRTs chilf 
economic adviser, says 
exporting companies will 

? Bh or roller 
that the Bank dfd not raise 
rates. -But it would be het- 
^^stmiftheSankof 
Engkhd had indicatedfliat 

there was now a good 
chance that the next interest 
rate change would be down. 
'raraSf she says. 

Rfr Gardiner says he is 
P»Pte*ed the vocal bust 
ness lobbying in faVo ^ E 

lower rates. “Maybe many of 

ronfS 1116 ?*** haVe more 
tbe«CBI and other interest 

Darshini David. a ^ 


economist at HSBC hank in 
London, says the financial 
markets are still wary of pos- 
sible rate rises, and are 
likely to remain so in the 
coming months. But, 
although HSBC expects that 
rates have peaked, Ms David 
says: “Given that the Bank 
was only made independent 
a year ago, they may feel 
they have still got to prove 
their anti-inflation creden- 
tials.” 

A clearer picture of 
the economy’s position may 
emerge in the week starting 
April 20. when the latest 
figures on public borrowing, 
inflation, unemployment and 
retail spending are released. 

But the most important 
figure comes at the end of 
that week, when the firs* 
estimate or GDP growth in 
the first quarter is pub- 
lished. 

The last quarter of 1987 
saw growth remaining above 
trend at 0.8 per cent, com- 
pared with the third quarter. 
“My feeling is that probably 
GDP growth didn’t deceter* 
ate in the first quarter," Mr 
Gardiner says. If so, the MPC 
wilt again have to consider 
raising rates at its next 
meeting, on May 7. 
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INSIDE ® TRACK 


gggjjgg LRgD. C HI EF EXECUTI VF. CITICORP 

Engineer behind the 
bank’s global quest 


wo«i? A * Ut !!? rs on the man steering the 
ban k into Wall Street’s biggest merger, 

after navigating a crisis in the early 1990s 


John Reed, the chief 
F executive of Citicorp. 
, — was not available for 
Interviews this weekend. He 
decided to keep a business 
appointment in Buenos 
Aires instead. 

In doing so. he turned 
down not only plentiful pub- 
licity. but also a trip to the 
Masters golf tournament in 
Georgia with Sandy Weill, 
chief executive of Travelers 
Group, and his partner in 
the biggest merger in the 
history of Wall Street 

The deal to form “Citi- 
group". unveiled last week, 
will create a company with 
assets of more than $700bn 
(£420bn), making it the 
world’s biggest most power- 
ful financial institution, with 
businesses in every branch 
of financial services. 

His decision to continue to 
visit the outposts of his 
empire was typical. In the 14 
years that he has run the 
biggest American bank, he 
has travelled non-stop, con- 
vinced that its future lies in 
being a truly global institu- 
tion. “We have one key 
imperative," he told analysts 
last year, "and that is to 
shift from a geographic 
thrust to a global thrust." 

His reputation has never 
been higher. Last year 


attitude to the press. His reg- 
ular contact with the press 
has since been limited to an 
annual briefing for New 
York journalists and ana- 
lysts in the auditorium at 
Citicorp’s Park Lane head- 
quarters. Unusually for an 
executive facing analysts, 
Mr Reed appears to answer 
each question honestly, 
speaking rapidly, with 
humour and candour, and 
often tfi miring on his feet to 
work through arguments. 

He rarely uses the lan- 
guage of banking, preferring 
to borrow concepts from 
other industries, and to talk 
about the possibilities of 
new technology for all areas 
Of the h ank. 

His first main task at Citi- 
corp was to design an inter- 
nal management informa- 
tion system, which was still 
in use 17 years later when he 
became chief executive. He 
headed the bank’s operating 

The management 
skills he 
revealed during 
the crisis were 
formidable 


products the merger can 
bring to file wealthy custom- 
ers Mr Reed has cultivated 
across the developing world. 

Arguably, these preoccu- 
pations laid t h e fo undations 
for Citicorp’s credit crisis. 
Critics say he is too inter- 
ested in the big picture, and 
does not pay attention to 
details. He allowed the 
bank's real estate loan port- 
folio to expand too quickly, 
growing at a compound rate 
of more than 20 per cent 
throughout the 1980s. He did 
nothing to alter the hank’s 
capital str u ct u re which left 
it with little shareholders’ 
equity in the event of prob- 
lems, or to rein in the loans 
the bank was making to 
highly geared leveraged 
buy-out companies. 

But the management ainna 
he revealed during the crisis 
were formidable. During the 
real estate loans crisis, he 
took the weight of the prob- 
lem on his own shoulders, 
stripping out layers of man- 
agement and leaving a Email 
group of 10 senior managers 
around the bank who 
answered directly to him. He 
flew around the world regu- 
larly. while the crisis com- 
mittee had to meet with him 
in New York once a month. 

Now, the crisis may be 
over, but the bank’s manag- 
ers are no longer as dis- 
persed and autonomous as 
formerly: “We agreed that 
we needed a very disciplined 


Thomas Hanley, banking strategy that would be bind- 


analyst at UBS Securities 
and one of the mast influen- 
tial followers of Citicorp's 
stock would justify recom- 
mending it with a simple: 
“It's John Reed's bank." 

Yet it could ail have 
turned out very differently. 
The undisputed wunderkind 
of American banking, Citi- 
corp's youngest senior 
vice-president at 30, and its 
youngest chief executive at 
44, Mr Reed was gripped in 
the early 1990s by one of the 
severest crises to hit a US 
bank. Citicorp came close to 
bankruptcy in 1991 and 1992, 
due mostly to mistakes made 
during his tenure. He admits 
the errors now: “Our prob- 
lem was, of course, that we 
had a horrible real estate 
portfolio and not appropriate 
capital and reserves. Either 
one might have been OK, 
but the two together were 
really quite difficult” 

Mr Reed, notoriously 
fuelled by a favourite blend 
of coffee, navigated Citicorp 
through the crisis, with 
some savage restructuring, 
which cost the jobs of some 
of his colleagues and forced 
the temporary abandonment 
of growth plans. His friends 
say the experience, which 
coincided with divorce from 
his first wife, changed him. 

It certainly changed his 


group, transforming it from 
a set of clerical functions 
into a processing “factory", 
using ideas from industry. 

By 1973, he headed the 
consumer business, and soon 
persuaded the bank to fund 
an expansion in this area — 
creating the huge revenue 
streams that would eventu- 
ally save him from bank- 
ruptcy at the hands of real 
estate loans. Again, his fasci- 
nation with new technolo- 
gies was evident, as he took 
a lead In introducing auto- 
mated teller machines and 
credit cards. He saw the 


mg to all of us. In other 
words, not something we do 
in one place and then the 
guy in another place does 
whatever he wants, which 
had been our tradition." 

But there is still a broad 
management structure. Sev- 
eral figures have emerged as 
possible successors over the 
past few years, only to disap- 
pear in reshuffles. At 59, be 
hag no clear successor, and 
r emains totally in control. 

This leads many analysts 
to question how Mr Reed can 
fit into the new organisation. 
His management style does 
not appear suited for sharing 


wm 


potential for credit cards .to. toe responsibilities of chief 
generate profits on their executive and chairman, par- 


own, and built toe world’s 
biggest credit card business. 

Since taking over as chief 
executive, the preoccupation 
with new technology and 
retail banking has remained, 
with the growth erf Citibank 
as a consumer bank 
throughout Asia aggres- 
sive forays into online bank- 
ing. Again, he barrows his 
ideas from other industries, 
suggesting that Citibank is 
seeking to emulate compa- 
nies such as Gillette and 
Sony by building a global 
consumer brand. Merging 
with Travelers is the logical 
culmination of this strategy, 
with toe wide array of 'extra 


ticularly with a man such as 
Mr Weill, who is a more 
hands-on manager. 

Some believe he will leave 
within two years. One 
friend, digesting the news 
over breakfast last Monday, 
said: "So John’s getting out 
I knew he wanted to leave 
with a bang." Others, how- 
ever, believe that Mr Weill, 
six years Mr Reed’s senior, 
may have agreed to leave at 
a certain point. 

But some middle way is 
possible. Mr Reed may be 
happy to leave Mr Weill with 
the job of finding cost 
savings in CLtigroup's core 
Wall Street operations, such 
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THE ESSENTIAL GUIDE TO JOHN REED 


John Reed was bom on 
February 7, 1939 in Chicago 
but grew up In Argentina and 
Brazil aid is still fluent in 
Spanish and Portuguese. 

Childhood problems with 
dyslexia did not prevent him 
later studying at 
Massachusetts Instihrfe of 
Technology. He has had an 
Merest in technology aver 
since. In charge of credit 
cards for Citicorp, ha 
commissioned a contest with 
a 55,000 prizn for the bast 
attempt to coun ter feit a 
magnetic stripe, which was 
won by a pair of students 
using a steam Iron. 

Before joining Citicorp, he 
spent two years in the US 
Army Corps of Engineers in 
Korea, a year as a trainee wfth 


as foreign exchange, fund 
management and deriva- 
tives. In the meantime, he 
can devote himself to the 
long-term task of creating 




Goodyear Tire & Rubber, and 
a year gaining a masters 
degree at MIT’s business 
school. His rise at Citicorp 
was me te oric. hBs work 
usually Involved systems or 
consumer banking. On 
becoming chief executive at 
Citicorp In 1984, he sakt 
"This Job Is Uke getting to 
paint the Slstlne Chape).” 

How has he done for 
shareholders? Very wefl, 
although they have needed 
patience. He presided over e 
feu in the share price of more 
then 75 per cent from $35.50 
in 1989 to $B during the worst 
of the company's troubles. At 
its peak last week. It passed 
$180. He took out a bank loan 
to buy shares shortly before 
the real estate loans crisis hit 


the systems that will allow 
the company to package and 
market products as diverse 
as bank accounts, insurance 
policies and investments. 


in the early 1990s, and earlier 
this year he was granted 
options for 300,000 shares In 
the bmk which he can 
exercise when the price hits 
$200, netting him $24m - so 
he'll have noted both the fall 
and the rise in the share price 
as much as anyone. 

How does he rate his bank 
as a brand? “Among financial 
Institutions we probably have 
the most globally recognised 
brand, but that’s lice saying 
there are 10 midgets, and you 
are the tallest of them." 

Hte favourite drink fs coffee. 
During Citicorp's crisis yeas, 
aH the bank’s national 
headquarters tried to keep the 
chief executive's special blend 
ready for him in case he 
chopped by in a hurry. 


And Mr Reed himself, 
before he returned behind 
the veil of silence, seemed 
keen. He said: “We are creat- 
ing toe modeL" 
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LUCY KELLAWAY 


A deservedly dead dud idea walks again 


Underlings worldwide may not relish .the 
prospect of hanging around with their 
often tense managers at in-company pubs 

Management By Walking upset their underlings. 
Around is a dud idea that More generally, 
has caught on because it M a n age me nt By Han gi ng 
sounds good and is dead About presents a problem of 

easy to do. All over the venue. In most offices there 

world managers are is no place to practise ft - 

prowling around offices in the lavatories may be the 

the fond belief that doing so best bet, but they 
somehow makes them more discriminate against those 
in touch with their who do not happen to be toe 

workforces. same sex as the boss. 

I once worked for someone Saatchi has come up with 
who was an MBWA devotee the perfect solution: an 

- and all it did was make office pub, and. one canonly 

everyone in the building admire the company for it. 
jumpy. As luck would have When every otto- 
it every time he crept up organisation isbusy banning 
bchindme I was busily bc^emd bOMang about Its 

wri ting a shopping list. high standards of 

It was therefore good last professi o nalism, it to good to 
week to see Alan Bishop, the ^onecoiwwnotonJy 

head of Saatchi & Saatchi in having an m-house pub, but 
London, suggesting a 
superior alternative: 

Management By Hanging 
About With MBHA there is 
□o question of trying to 
catch people out: instead the 
idea is to get managers 
talking to underlings in 
a relaxed and casual 
kind of way. „ 

Still. MBHA is not for 
everybody. The thought of 
enforced hanging out 
sessions with an uptight 
manage*- is a distressing one- 
I would advise any manager 
who even suspects they may 

not be clubbable to desist; 

thev will only embarrass and 


de claring that hanging mit. 
to ftte a top management 
priority. 


Still on the subject of Mr 
Bishop’s management tips 
(as expounded in the FT last 
week) he holds up Saatchi as 
living proof of the theory 
that you can get rid of the 
tOp ttW of teanag pm t mi and 
it does not make any 

difference. 

Sorely he underplays this 
popular idea. Disaffected 
employees everywhere 
believe that if you got rid of 
top management things 
would get better. And some 
shareholders seem to agree 
with them. Look what 
. happened last week when 
poor old Sir Brian Moffat 
announced that from 
■ January he was no longer 


going to run British Steel: 
the shares instantly went up 
by 4 per cent. 


What sense are we to make 
erf Xerox's decision to rid 
itself of 9,000 people? 
According to Jack Kelly, an 
analyst at Goldman Sachs, It 
means the company is 
“staying ahead of the 
carve”. And which curve 
would that be. Jack? The 
curve of the earth's surface? 
The yield curve? The 
learning curve? 

Over toe past few years 
this phrase seems to have 
crept into the language, but 
what does It mean? I used to 
think it had something to do 
with monetary policy, until I 
saw It as toe subtitle of 
George Soros's modestly 1 
titled biography, Soros on 
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Soros. Inside, Mr Soros offers 
no explanation of precisely 
what it is that he is staying 
ahead of, but as the thrust of 
the book is that be is ahead 
of everything and 
everybody, perhaps It does 
not matter. 


One company that is 
certainly ahead of the curve 
- the recruitment 
advertising curve, that is - 
is Price Waterhouse. Last 
week it tried to woo tax 
specialists by trelng humour. 
In the world of job ads this is 
pretty radical. Until now, 
high powered recruitment 
advertising has been an 
unreal realm in which every 
"successful candidate" is a 
“top calibre individual” with 
“outstanding interpersonal 
skills' 1 , and in which all 
companies offer “attractive 
remuneration packages". 

Amid this stilted, turgid 
prose it was odd to see the 
following big headline: “If 
Price Waterhouse are going 
to let me work on the pick of 
their International business, 
rm Lord Lucan”. Admittedly 
this may not send every tax 
specialist in town scurrying 
for a job. But it is an 
Improvement on the status 
quo. 


Been anywhere nice over 
Easter? Oh dear! You went 


away and spent all your time 

worrying about your family? 
You were fretting about the 
journey home? Anxious 
about running out of money? 
You missed your cat? Hated 
all that unfamiliar food? 

According to research sent 
to me last week, an 
astounding 96 per cent of 
people find holidays 
stressful. Many are such 

basket cases after returning 
from a break that they need 
another holiday to recover. 

The research comes 
complete with advice from a 
psychologist an how to mafcp 
holidays less traumatic. 
Apparently, we should pace 
ourselves, conserve our 
strength, take a short walk 
on arrival at our holiday 
destination to dear our 
heads, and not unpack 
everything right away. 

I know we are all meant to 
be committed to lifetime 
learning, but it would be 
nice if there were some areas 
of our lives - like how and 
when we unpack suitcases - 
that we could fence off as 
learning-free znn« 

You may be wondering 
who is responsible for all 
this guff. The answer is BT 
Global card. Tim ultimate 
remedy to holiday angst 
argues BT, is to phone home 
more often. 1 find myself 
among toe 4 per cent who 
actually enjoy holidays. And 
what 1 enjoy most of all it 
being beyond the reach of 
toe telephone. 


Not only do we offer unrivalled standards of 
service on our flights, we also have more of them. 

JAL flies from Europe to Tokyo, Osaka and Nagoya 
more frequently than any other airline. And we have 
the advantage of afternoon and evening departures. 
Which means we can offer you a flight that fits in 
with your business rather than your business having 
to fit in with your flight. 

For flight bookings or more information call your, 
local JAL office or contact your travel agent 


Japan Afrfims 
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A BETTER APPROACH TO BUSINESS 
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1200 desktops. 

700 laptops. 

The London office. 
Maude from Accounting. 
212 printers. 

The internet. 

Edwin from R&D. 



The Hong Kong office. 

Audrey from Finance. 

The intranet. 

The New York office. 

88 servers. 

Billy from Sales. 

OK, Ready? Put them together. 


Assembling an IT network for a worldwide company is a tremendous endeavour. Servicing it can be an even more colossal task. Perhaps you should look to Wang Global, 
anetworked services and solutions provider, with an annual turnover of over $3 billion. We will integrate your entire company's infrastructure; desktops, software, peripherals, 
into one remarkably seamless network. Then manage and upgrade that network as your company grows. And grow it will. 0800 731 0145. http://www.wang.com 
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TRAVEL UPDATE 


Helsinki airport 
tops European 
convenience poll 

Helsinki hen been rated 
Europe's moot convenient 
airport by business troveftere 
In a poll by the International 
Air Transport Association. 
Included in the survey for the 
first time, H narrowly beat 
Amsterdam's Schlphol and 
Zurich, which finished In Joint 
second place, foCowsd by 
Manchester and Copenhagen. 
Bahrein took top spot In file 
Middle East, with Abu Dhabi, 
Kuwait, Muscat and Dubai all 
within a whisker of each other, 
Singapore's Ctiangl was voted 
beat in Asia and Australia, 
followed by Melbourne and 
Taipei. 

In North America, Calgary 
emerged ahead of Atlanta and 
Vancouver, which tied for 
second place, with Cincinnati 
and Chicago O'Hare In fourth 
end fifth places. The poA is 
conducted among 
International scheduled 
passengers. 

Cholera alert in 
Latin America 

Cholera has now broken out 


In five Latin American 
countries, wants the World 
Health Organisation. It blames 
the problem on storms and 
floods, caused by El Nkto, 
that have been contaminating 
water supplies. So for Peru 
has suffered most cases but 
the disease has aba been 
reported In parts of Bolivia, 
wducflttg La Pa2, Ecuador, 
Honduras and Nicaragua. The 
WHO expects other countries 
in the region to be affected by 
a rise M the frteidehce of 
ohotarn In coming months. 

Security advice 
for conferences 

Security has become a control 
Issue in the choice of 
destinations for conferences 
and incentive trips, according 
to a survey. An overwhelming 
93 par cent of organisers 
reported incidents including 
the theft of laptops from 
unlocked meeting rooms, 
handbag snatching, muggings 
and pickpockets relieving 
delegates of their watats at 
crowded receptions, The 
survey waa canted out by 
EJBTM, which runs the annual 
European Incentive and 
Business Travel and Meetings 
Exhibition at the Patexpo 
centre fh Geneva. Of the 


200-ptua evartt planners 
questioned, over half aakl 
they now warned tratfotore 
about such hazards in pre-trip 
briefing notes. They 
suggested a number of ways 
to tighten security, inducting 
the distribution of bar coded 
name tags and strict 
adherence to a "no badge, no 
admittance* rule. HBTM 
recommends organisers 
should consider providing 
equipment such as personal 
safety sirens. During this 
year's show, from May 12-14, 
It wfl l run a “security cUnic” at 
which experts wfl! give advice 
dfl howto reduce the risks. 

Debonair adds 
German route 

Low fare UK carrier Debonair 
launches another assault on 
the German domestic market 
with a new scheduled sendee 
from Ddsseldorf Express 
airport to Hamburg this week. 
Single fares will range from 
DM159-0M209 ((E52-E09) 
depending on hoW early you 
book. That compares with a 
one-way fete of DM368 
offered by Lufthansa, which 
files from DOsseldort Itself. 

Roger Bray 



BUSINESS TRAVEL AIR LUXURY 


Flying into the comfort zone 


Fairlines International offers an all-frills 
business service, writes Gillian Upton 

QPJ No Mils airlines have 
•T-S wooed the cost- 
• 3 conscious business 

traveller and how one entre- 
preneur has seen scope in an 
ati-frills business class -only 
airline. 

Fairlines International Is 
flying between Parte, Milan 
and Nice In the peak morn- 
ing and evening slots, into 
main hobs and offering a 
level of comfort only dreamt 
of before. 

The fledgling airline Is 


leasing MDSl aircraft 
designed with only 72 seats 
rather than 130 to 169 nor- 
mally. it m** 8 * 1 ** eac h leather- 
clad seat offers an unparal- 
leled 43tn seat pitch, com- 
pared with 32in on Air 
France and 33-341n on Alit- 
alia. Seats are arranged two 
abreast Fares are an a par 
with Air France and AUtaha. 

Additional wardrobes in 
the back and front allow for 
oversized suit carriers, brief- 
cases and laptops that donot 


normally squeeze in. passen- 
gers can also walk on board 
with Suitcases. This has 
shortened check-tn time to 
10 minutes. 

Hot food is offered for 
every meal and a lounge at 
the back of the aircraft has 
telephones in the arms of 
sofas to give privacy. Passen- 
gers will soon be able to tap 
Into Hve financial informa- 
tion via a laptop-sized touch 
screen in the centre armrest 
of Tegular seats. 

Falr UftM is the brainchild 
of 31-year-old Francois 
Arpels of luxury goods 


maker Van Cleef & Arpels. 
He owns 61 per cent of the 
company; the remainder is 
In the hands of one Aslan 
and three US investors. 

-It alma to give the pas- 
senger as seamless a service 
as possible,* he says. "Com- 
panies are going back to Hy- 
ing business claas and we’ve 
cherry picked the best class, 
routes and times.” 

There are no departure 
lounges but Mr Arpels says 
they are unnecessary with a 
virtual turn-up and board 
arrangement There te a fre- 
quent flyer progr a mme that 


awards one free round trip 
for every five flown. 

Big users can negotiate 
corporate discounts of 5-25 
per cent- Aerospatiale, 
Arthur Anderson. Whirlpool 
and Siemens have already 
done so. 

Passenger numbers have 
been growing slowly and 
Fairlines claims to make a 
profit from 10 passengers as 
the average ticket price te 
higher than on a two-class 
airline. Interline arrange- 
ments with Air France and 
Cathay Pacific ease journeys 
for transfer passengers. 



It’s easy to Find Milton Keynes: situated on the 
M 1 , at the heart of one of the UK’s most effective 
communications networks, midway between London 
and Birmingham. CNT, England's largest 
owner of development land, can give 
you access to this strategic location, one of 
the country’s most important regional .... 

business centres. 

However, Milton Keynes is for more than 
this. It also enjoys a truly outstanding . > 
quality of life. ,!'■ 

The town is surrounded by „ . . 3 ' - 

open countryside and ofiers a wide 
range of sports and leisure pursuits. 

There is a splendid selection of high- 
quality homes at reasonable prices, and 
excellent shopping and educational 
facilities. As a place to live as well 
as a place to succeed, few- towns • ■ 'V 

can match what Milton 
Keynes has to offer, 

A superb choice of prime development locations 
and modem office premises is readily available. 

Talk to CNT. We're ready to help you find business 
success here in Milton Keynes. 


Milton Ktynta offers a bitter quality of life in a green em’irvrrment free of The anmtrystdc around Milton Keynes you to gnpy the Ideal Itfestyie 

cmffk cwtgwnon. Leisure pursuits range frum golf to Wfatg of an Engfjsh viQagz 


LOCATIONS MADE FOR BUSINESS SUCCESS. 


CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN 19 KEY LOCATIONS THROUGHOUT ENGLAND: 

BASILDON BRACKNELL CENTRAL LANCASHIRE CORBY CRAWLEY HARLOW HATFIELD HEMEL HEMPSTEAD MILTON KEYNES NORTHAMPTON 
PETERBOROUGH REDDITCH RUNCORN 5KELMERSDALE STEVENAGE TELFORD WARRINGTON WASHINGTON WELWYN GARDEN CITY 


r: 



CALL 01908 696300 FOR DETAILS. 

e-mail: midlaads@cnt.org.uk Internet http://www.cnt.org.uk 



TIM JACKSON 

ON THE WEB 


Setting up a 
comer shop on 
your desktop 


A UK start-up has 
created 'commerce 
in a box' for cheap 
Internet trading 

Eighteen months ago, a 
Silicon Valley consultant 
and entrepreneur called 
Richard Adler pitched a 
brilliant business Idea to me 
across a dinner table in 
Berkeley, California. Online 
trading, he argued, was the 
way off the future. Almost 
every company that sold to 
the public today would need 
to use the Internet 
tomorrow. Why not create a 
software product that would 
deliver ‘electronic commerce 
in a box' - a 999 starter kit 
to allow even the tiniest 
business to sell securely 
over the web? 

Two years later, an 
English start-up called 
Actinic (unna.actimc.com) 
has put this vision into 
practice. Actinic Catalog, a 
software package priced at 
£349 allows anyone with a 
basic consumer internet 
accoqpt to open an online 
store. 

Instead of the business 
maintaining a costly 


leased-line internet 
connection. Catalog works 
with a dial-up acco unt, it 
can offer full shopping 
functions using standard 
HTML pages. And instead of 
setting up a database on a 
computer owned by an 
internet service provider - 
which raises security risks 
and practical management 
concerns - the package 
allows you to keep data on 
your own desktop computer. 

Once you hear it, the idea 
behind Catalog seems 
obvious. Every day, the 
business owner updates a 
database with information 
on what is available and at 
what prices. 

On the site, the 
information appears as 
straightforward HTML 


Customers’ orders are 
taken using scripts written 
in the common gateway 
int er f ace. 

So how does this 
arrangement deal with the 
aU-importarrt. issue of credit 
card security? 

This is the clever bit 
Actinic Catalog downloads a 
mini-program to the 
customer’s desktop - either 
as an ActiveX control or as a 
piece of Java code - which 


encrypts the order before 
sending it across the web. It 
can then be stored on the 
web site and forwarded to 
the business for decoding on 
arrival without any further 
security arrangements. 

What makes this approach 
particularly useful for small 
businesses te that by doing 
away with the usual leased 
l in e , secure server and 
database. Actinic Catalog 
dramatically reduces costs. 

It also appeals to the 
psychology of small-business 
people, who are unfamiliar 
with the idea of storing 
important business 
Information on a web server 
hundreds or even thousands 
of miles away. 

Actinic te the creation of 
two British entrepreneurs, 
both aged 42. Chris Barling, 
formerly of Reuters, worked 
until 1996 as head of 
Mercury Communications’ 
internet policy group. Kevin 
Grmn ball is a programmer 
of long pedigree, starting In 
the group at MlcraFocus 
that wrote an 
industry-standard 
implementation of the 
COBOL programming 
language. 

They chose to call their 
business Actinic because it 
sounded scientific, began 
with A (hence early in 
alphabetical listings), and 
was available as a domain 
name. The two men financed 
the business themselves to 
the time of £100,000 before 
selling 9 per cent of it to a 
local businessman far 
£ 110 , 000 . 

So far. Actinic ffotel og fare 
few competitors. Other 
companies offering low-end 
electronic commerce 
products Include Mercantec 
and Intershop, but Mr 
Barling elaiww that none 
offers such a low price and 
none combines the dial-up 
approach with Java or 
ActiveX for encryption. • 
“We chose this price point 
because It’s about the mbm 
cost as a fas machine, " he 
explains. 'There have been 
huge electronic commerce 
pilots In Britain, most 
pro mi nently BarclaySquare 
and eChristmas, but several 
of them have generated no 
more than a few hundred 
orders. At our software 
prices, small businesses 
could count five sales a day 
38 u success rather than a 
failure. 1 * 

t *^oc/aon@pobox.com 


Mohamed Wansa 


On March 31 1998 we 
published an article under 
the headline "Cargo cheats 
receive shot across the 
bows". This report referred 
to a Lebanese trader, 
"Mohamed Wanea”, 

He Is Mohamed Kama] 
Wansa who was trading 
both as Melbourne Enter- 
prises and D. & M. 

Impex. 


We have been asked to 
make clear that the above 
mentioned Mr Mohamed 
Khmal Wansa Is no relation 
to and has no connection 
with Mr Mohamed Wansa of 
United Commercial Com- 
pany SAJLL. of Beirut, Leb- 
anon and La Gulnndenne 
D Industries and Wansa 
Trading 5.AJLL. of Conakry, 
R D Guinttee. 
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■MM BIUCA TjOW THE COMPANY-S PONSORED mra 

Flemings goes it alone 


A custom-built 
programme fills the 
merchant bank’s 
needs, writes 

Della Bradshaw 

■tita For several days each 
EjSB week a bagpipe 
,w< P«yer serenades visi- 
tors to Flemings merchant 
bank in the City of London. 
It is just one of the tradi- 
tions for which merchant 
banks ore renowned, but an 
image Flemings is trying to 
shod. As part of its moderni- 
sation plans, the bank will 
begin its own MBA course in 
September. 

The need for management 
training was identified by 
Paul Bateman, chairman of 
Flemings Asset Manage- 
ment. when a number of 
issues began to coincide. 

First, many employees 
were taking MBAs individu- 
ally at a bad time in their 
careers. Often they never 
came back; for those that 
did. the cases they had been 
taught were often irrelevant 
to banking. 

Second, Flemings had 
grown from a Scottish, mer- 
chant bank into an organisa- 
tion with 75 offices in 40 
countries - many set up 
through joint ventures - and 


just under 8.000 employees. 

we wanted to build peer 
group relationships and 
develop a common vocabu- 

Says Mr Bat eman 

The MBA also filled a gap 
between the basic training 
and Flemings' senior man- 
agement coumes. 

It was Mr Bateman’s deci- 
sion to ask Royal Holloway 
college, part of the univer- 
sity of London and a relative 
newcomer to management 
educa t i o n, to bid to coordi- 
nate the programme. One 
faculty member from Royal 
Holloway, senior lecturer 
David White, now spends 
two days a week at Flemings 
as progr amme manager. 

Although the programme 
win be ratified by .the uni- 
versity of London, it is not a 
typical executive MBA pro- 
gramme, explains Mr White. 
“If you’re running a pro- 
gramme with people from 
around the world you can't 
expect them to turn up one 
evening a week." 

Instead, the programme 
will be divided into four 
basic courses, each talcing 
six months: core business 
functions: strategic manag e, 
ment; finance and - invest- 
ment: management and 
organisations. Each student 
will then complete a project. 

Many of the courses have 


been tailored for the finan- 
cial sector. Managing risk 
figures prominently. 

Bach of the four courses 
will be held at different uni- 
versities -'in Japan, the US, 
Hong Kong and London - 
with a two-day day session 
at the bpgbinbig and end in 
Paris. The plan, says Mr 
Batem an , is to btdld-a “vir- 
tual university”, where a 
single company works with 
a handful of universities. 

The four plenary sessions 
will be held after the partici- 
pants have studied the mod- 
ule using distance learning 
technology. The first three 
sessions will be spent revis- 
ing the unit, in groups and 
then there' is a three-hour 
examination. The rest of the 
time is spent setting the 
scene for the next element of 
the course. Local groups 
meet in the middle of the 
six-month period of study. 

Keith Griffiths, Flemings’ 
training and development 
director, says they have been 
pleasantly surprised by the 
number of applicants for the 
25 places an file programme, 
in cinding several from Hong 
Kong, Russia and the US. 
Because local managers 
have to vet their staff only 
the top tier get through to 
the final selection process. 
As well as the sponsorship of 


their senior managers, appli- 
cants have to be between 25 
and 35 years old. have 
worked at least two years for 
Flemings and have three 
years fi nancial experience. 
The; have to sit the stan- 
dard business school entry 
test, GMAT, and achieve a 
score of 550. 

Some employees have 
applied for the programme 
but have deferred entry until 
next year. Mr Griffiths says 
each participant is expected 
to do up to 10 hours 1 work 
each week outside the office 
so it is understandable that 
for many the workload is too 
heavy. But, he says: “The 
people we want on the pro- 
gramme are the people who 
are under pressure at work. 
They’re the up-and-coming 
people.” 

Although all the course 
material tor the 2K year pro- 
gramme will be written 
before the September start 
date, Mr Griffiths is happy it 
will be uptodate. “The qual- 
ity of these people Is such 
that they’ll let you know If 
it’s not working." 

The drawback of a 
company-sponsored MBA 
programme - compared to 
the traditional open enrol- 
ment course - is generally 
perceived as being portabil- 
ity: a company scheme, tai- 



lored to one company or sec- 
tor. may be less relevant to a 
manager in another com- 
pany or sector than an open 
programme. 

But with the majority of 
employees who leave Flem- 
ings taking up positions 
with rival b anks, the qualifi- 
cation is likely to be as use- 



NEWSFR0M CAMPUS 


fill at another bank as at 
Flemings. The challenge, 
says Mr Griffiths, is for 
Flemings to retain their 
stafL “The key is three years 
down the line. Can we 
deliver a position that is 
appropriate for these people? 
If we don’t, we deserve to 
lose them." 


Three-way 

combination 

Three European business 
schools have combined to 
develop an MBA specialising 
in financial services. 

The MBA in Financial 
Services and Insurance, which 
win began in January 1999, 
has been developed by 
Mjenrode University in the 
Netherlands in collaboration 
with the De Vterick School of 
management at the University 

of Ghent and the University St 

Gallon in Switzerland. 

The two-year executive 
programme Is aimed at 
participants with between 10 
and 15 years work experience. 
Ntjenrode: 

Thfbeaulfjtnijenrode.nl 

Ross and French 
go to Sloan 

The Sloan school of 
management at the 
Massachusetts Institute of 
Technology has persuaded 
two of Yale's top finance 
academes to join the (acuity. 
Both wll take up their 


positions on July 1. 

Stephen Ross, inventor of 
the Arbitrage Pricing Theory, 
is presently professor of 
economics and finance at 
Yale and will Jew the Sloan 
school In a similar role. 
Kenneth French, professor of 
management studies and 
finance at Yale, will join MIT 
as professor of finance. 

Sloan: web.mft.eclb/sA3ari/ 

WWW / 

Bath awards 
scholarships 

The University of Bath school 
of management in the UK is 
awarding more than 20 
scholarships of £1,000 each 
to students studying on its six 
different MScs in 
management.- The degrees are 
In management, management 
and strategic information 
systems, management with 
human resource management, 
management with 
marketing, management with 
financial management and 
management with accounting 
and information systems. 

Bath: UK ( 0)1225 826742 


tafonnatioo for Hews from Campus should be sent to Delta Bradshaw, 

The financial Timas, One Southwark Bridge. London SE1 9HL. 

Tel. 44 171 873 4673 Fax 44 171 673 3950 
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m. FILE FROM BONN 

Love, anxiety 
and the family 
favourite 


Times change, but 
some tenets of 
German life will 
always adapt 

They are cooed and fussed 
over. On a Saturday, they 
are scrubbed and tidied, 
ready for showing off to 
neighbours, friends or 
admiring relations. A. 
married couple will typically 
have two. Once a year or 
more, they are taken on - 
holiday abroad. Then- 
performance is noted 
encouragingly - and tested 
regularly. 

The German love of cars is 
undying. Here in the modest 
Rhineland city that for 
another year is home to 
Germany's government, the 
ratio per 1,000 inhabitants is 
among the highest In the , 
country; the proportion erf 
armour-plated Mercedes 
would be beaten by few 
other cities in the world. 
From the backseat, you can 
dream bow politics should 
be: pistons pulling in 
harmony, systems 
functioning automatically, a 
cosy life in the fast lane. Out 
on the autobahns, where 
speed restrictions do not 
apply, auto adoration is 
unadulterated. 

Or is it? Germans’ 
relationships with their cars 
have become volatile and 
even masochistic. A proposal 
from the Green party that 
petrol prices should be 
increased from DM1.5 to 
DM5 (£1.60) a litre to reduce 
consumption triggered a 
wave of criticism from 
political opponents - but 
then a wave of 
soul-searching as the main 
parties pondered whether 
they should indeed stop cars 
wrecking the environment. 

One moment, beads nod 
with approval at Germany's 
takeover of Rolls- Royce 
Motors (not known for its 
economy cars). Then last 
week. Chancellor Helmut 
Kohl’s Christian Democratic 
Union comes out in favour of 
higher energy taxes, albeit 
more modest than envisaged 
by the Greens and only 
within a European Union 
framework. Meanwhile 
Greenpeace, the 
environmental lobby, 
releases unpublished 
independent research 
suggesting rises in petrol 
prices would have little 
overall economic impact. 

It all seems an affront to a 
basic tencl oT German life. 

As Andreas Zimmerman of 
ADAC, the German roadside 
assistance dub, puts it 
• Motoring is always a sign 
in Germany of affluence and 
status." 

Motor oil also lubricates 
the body politic. Konrad 
Adenauer, who became 
chancellor after the war. 
buili the first motorway, 
between Bonn and Cologne, 
in 1932 - the idea was later 
sotted on by the Nazis. 
Gerhard Schroder, the Social 


Democrats’ chancellor 
candidate in September’s 
federal elections, is a 
member of Volkswagen's 
supervisory board. 

Studies by Watson Wyatt, 
the international employee 
. benefit consultancy, an th e 
types of cars driven by 
executives details a 
workplace hierarchy: a BMW 
7301 for a chief executive; 
Mercedes C180 for a senior 
market researcher; a VW 
Passat for a customer 
services specialist “In the 
big marketing and high-tech 
companies there is more 
emphasis an BMW,” says 
Bob Speri, senior consultant 
at Watson Wyatt “In 
manufacturing perhaps they 
lean more towards the 
traditional Mercedes.” But it 
is also about aspiration. - 
“The Germans always seem 
to be asking for one higher 
level of car thaw their 
management is prepared to 
provide." 

Proposals to increase 
energy taxes are not the 
only threat to motoring 
culture. Around Bonn speed 
limits as low as 30km an 
hour have been introduced . 
in residential areas, reducing 
any half-decent German car 
to growling like a lion on a 
leash. There are rules 
forbidding car washes cm a 
Sunday (although low-tech 
buckets of water are 
allowed). Only this month, 
stricter rules were 
introduced for the disposal 
of old cars. Add-to that the 
pressure on the autobahn 
network caused by public 
spending squeezes, the 
increasing congestion, and 
the higher parking charges 
imposed by cash-starved 
local authorities, and it all 
looks very negative. 

Is it infanticide? Not 
necessarily. Car industry 
enthusiasts gush about how 
unrestricted speeds on the 
autobahns led 
manufacturers to develop 
fast yet relatively safe cars. 
Now the Green party is 
arguing that higher petrol 
taxes would produce a new 
generation of fuel -efficient 
vehicles. Its calculations 

assume widespread adoption 
of the so-called “th ree-lit re" 
car - one that can travel 
100km on three litres. 

Look around Beam at the 
fleets of black limos. 
however, and it all seems 
slightly demeaning. Mr 
Timm erman of the ADAC 
says a three-litre car "is 
possible but it won't sell 
because such a vehicle is a 
email car. There is only 

room for an emergency 
wheel not a proper spare. A 

car that has only an 
emergency spare wheel 
won’t sell"- It is a good 
point How would the family 

travel to Italy for the 

summer? How could a 
three-litre car keep up in the 
fa s t lane? For now, says Mr . 

! Zimmerman, “the car 
remains the loved c hild 
but it is not used as oflen". 


(• ( • For haute couture 

you go to Paris 

And for asset 
management?// 


T o Geneva, of course. Its Private Bankers have developed 
made-to-measure asset management into an art. Unique 
investment expertise and a global perspective have estab- 
lished their worldwide reputation for capital growth... 
a reputation they have ably defended for 200 years. 








LIBERTY • INDEPENDENCE '• RESPONSIBILITY 


BORDIER &Cte - DARIER HENTSCH & Cie 

. ( 1844 ) ( 1796 ) 


In Geneva: 
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INSIDE TRACK 


TECHNOLOGY SPEECH RECOGNITION SYSTEMS 


His master’s voice 
takes the driving seat 


Driverless cars may He further ahead, but soon 
motorists will be 'ordering* their vehicle to play a 
CD or navigate a route, John Griffiths writes 


JjKflA former minister in 
Britain's ousted Conserva- 
IMi tive government com- 
plained recently that the gloomi- 
est reminder of being out of office 
comes when he unthinkingly 
leaps into the back of bis car, 
only for it not to pull away from 
the kerb. 

Given enough time, suggest the 
more optimistic automotive 
industry technologists, that par- 
ticular frustration may disap- 
pear. Motorists a decade or two 
into the 21st century may indeed 
be able to climb into the back of 
their cars and simply issue the 
order "home. Rover". 

Many of the basic technologies 
allowing a vehicle to drive itself 
are falling into place. Satellite 
navigation is already in the 
marketplace. Collision-avoidance 
systems, with computer control 
of engine, brakes and potentially 
steering will be available soon. 
Even three years ago Formula 
One racing cars were becoming 
programmable to drive them- 
selves around the track, until 
their electronic technology race 
was red-flagged by motor sport 
authorities. 

In short, the obstacles to realis- 
ing tbe self-driving car are 
already almost as much con- 
cerned with legal liability as with 
technological capability. 

A driver telling his or her car 
where to go is one of the logical 
ultimate applications of voice- 
recognition systems. But in the 
meantime their use is growing at 
a rapid rate for less ambitious 
functions, such as driver control 
of individual vehicle features, or 
for the car itself to convey useful 
information by means of synthe- 
sised speech. 

Voice recognition is still in its 
relative infancy. But it is rated 
by leading car and components 
producers as one of the most use- 
ful and potentially marketable of 
automotive innovations. 

Initially seen in cars only as a 
means of conveying "hands-off" 
dialling instructions to mobile 
phones - wrong numbers a speci- 
ality in early days - voice com- 
mands are now calling the tune 
in more diverse equipment 


Pioneer's CD-VC50 voice-recog- 
nition system, for example, when 
connected to the car's CD player, 
allows drivers to simply press a 
button and speak the name of a 
singer or track for their selection 
to be played. Comprising a hid- 
den interface unit, a wired 
remote-control system and a 
small microphone, it sells in the 
UR for £250 on its own or for £500 
as a package with Pioneer's 50- 
disc CDX-PS000 player. # 

Other audio Systran makers are 
following Its lead, in recognition 
of tbe safety factors involved. A 
driver’s bands belong on the 
steering wheel, not fiddling with 
mobile phones or other equip- 
ment, safety campaigners stress. 

Similar considerations lie 
behind the development by Vis- 
teon, the semi-autonomous com- 
ponents arm of Ford, of voice- 
recognition systems with a range 
of applications expected to 
appear in Ford's and some rivals' 
vehicles of tbe near future. Vis- 


Computers will be 
so good that drivers 
will . . . ‘discuss’ 
route alternatives 
with them 


teon's VACS (voice-activated con- 
trol system) will appear in a pro- 
duction car next year, say com- 
pany executives, although they 
will not yet Identify which one. 

Its driver will simply press a 
button on the steering wheel to 
telephone, request a CD selection 
or even set heater or air condi- 
tioning levels. Better yet for the 
many drivers "owning to realise 
the benefits of satellite-based 
route guidance systems, VACS 
will raid tbe chore of keying in 
manually the precise destination 
before a driver sets off Just to 
ensure there are no misunder- 
standings. VACS confirms the 
receipt of instructions for any of 
tbe equipment by repeating It via 
voice synthesis. 


VACS also does not have to 
“learn’ an individual's speech 
patterns. Visteon claims it is 
fully “speaker independent", 
understanding a variety of 
speech patterns, languages and 
dialects. The system uses digital 
noise suppression - requiring 
several microphones inside the 
vehicle - to filter out extraneous 
noise that might confuse the 
“dialogue". “VACS allows drivers 
to do what they're supposed to do 
- drive," says Charlie Szuluk, 
Visteon's president 

This year the first BMWs with 
voice control of audio and tele- 
phone systems are emerg in g . But 
this is just the start. Within three 
years, say tbe company’s 
research engineers, the voice- 
recognition and reproduction 
systems of Its on-board comput- 
ers will be so good that drivers 
will be able to “discuss" route 
alternatives with the car's 
CARIN satellite navigation sys- 
tem. That is when the computer 
is not taking dictation or reading 
out the e-mails or faxes it will be 
able to transmit or receive via an 
on-board modem. 

Fanciful? Not a bit Ford, for 
one, has already combined with 
both computer microprocessor 
maker Intel and Microsoft to inte- 
grate such functions in a 
Windows- based on-board multi- 
media system called ICES (infor- 
mation, communication, enter- 
tainment. safety and security). 

General Motors, some of whose 
higher-specification North Ameri- 
can cars are fitted with the 
OnStar system, has developed an 
on-road support operation that 
allows drivers to communicate, 
via voice-activated telephones, 
with manned OnStar centres. 
These provide services from 
breakdown assistance, to advis- 
ing of the nearest McDonald's 
and making hotel, restaurant or 
airline bookings. 

BMW insists, however, that it 
will not necessarily exploit ail 
the capabilities. “It is perfectly 
feasible that a car can be trained 
to respond to verbal commands 
such as turn left here', making 
the steering wheel redundant. 
But the disadvantages are 
restricted not only to legal prob- 
lems of liability in consequence 
of incorrect use, or system fail- 
ure . . . The whole pleasure of 
driving would also be lost” 



Wou d Miss prefer to 
hear her e-mails first? 


CAR STEREOS 


Surround sound in the fast lane 


Volvo's C70 coupe takes a cinema soundtrack 
concept out for a spin, says David Murphy 


MEM In recent years,, it has 
became increasingly easy 
■ral for film farm to install sur- 
round sound systems, like those 
found at the cinema, In their own 
living rooms. 

There is a wide choice of sur- 
round sound televisions, amplifi- 
ers and mini hi-fi systems avail- 
able, most employing the 
ProLogic system developed by 
Dolby Laboratories, the San 
Francisco-based company. 

Now Volvo, the Swedish car 
maker, is taking the concept on 
the road with the launch of its 
C70 coupd, the world's first Pro 


Logic car. The C70 went on sale 
in the UK this year and crimes 
with a powerful in-car audio sys- 
tem, with a 3-GD changer unit, 
cassette player and AM/FM radio. 

It also sprats a Dolby ProLogic 
surround sound plus a centre 
speaker, crucial in any surround 
sound system to “lock” dialogue 
to the screen, mounted in the 
middle of the dashboard. 

To make ProLogic work in a 
car, Volvo’s design team had to 
adjust the surround sound set-up, 
as Hans Lahti, a design engineer 
in Volvo's audio and communica- 
tions department, who worked on 


tbe CTO's audio system, explains: 
“hi a home surround sound sys- 
tem. you focus the centre image 
[used mainly for dialogue] on to 
the screen to get the same kind 
of sound from different positions 
in the same room, so eve r y o ne 
hears the sgmp thing . But in the 
car it is quite the . opposite, 
because there you have a fixed 
seating position and you don’t 
have a video screen. 

“With a normal car stereo, you 
can adjust the Deft-right) balance 
to get some kind of image shift 
though not a very good one. We 
wanted. ..to be able to shift the 
wmfa- p image, so that some of the 
centre information is fed back to 
the left and right speakers. So 


we modified the Pro-Logic 
function, in co-operation with 
Dolby Labs.” 

In this way. says Mr Lahti, tbe 
location of the centre image, 
between tbe side speakers in file 
door and the centre erf the dash- 
board. may be controlled exactly. 
“You get a kind of phantom cen- 
tre image, whose position you 
can control by adjusting the 
centre leveL” 

Several hundred . surround- - 
encoded compact discs are avail- 
able. mainly film so und tracks 
and musicals. Pro-Logic-encoded 
CDs are rare, according to Mr 
Lahti, but the system works 
well with normal stereo record- 
ings. 
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More and more 
road users are growing 
to appreciate our 
headlight technology 
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The road at night is full of surprises. A fraction of a 


second can be the only difference between being 
being seen no more. 


Fortunately, the drive to mate driving at night safer is 
being led by Bosch. Take our latest bright idea, the Xenon 
headlight Litronic. Unlike previous systems, it doesn’t have 


an incandescent bulb. Instead, there’s an electronically con 
trolled gaseous-dischaige lamp that leaves even halogen 
headlights in the dark. In fact, the light provided by Xenon 
is closet to daylight so it’s less thing on the eyes. And 
because Litronic illuminate* the road better, particularly at 
the side of the road and on bends, you can actually, see 

things a lot clearer. This should bring a little light relief to 
every road user, however small. 


Bosch. We bring innovation 
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Old China 
unlocks 

her past 


William Packer 

reviews the ancient 
artefacts at the 
Guggenheim 

The great exhibition in New 
York at the moment is China 
“ 5,000 years, which fills the 
Guggenheim, both uptown 
and down. Glossed in its sub- 
title as “innovation and 
transformation in the arts", 
the show takes us from neo- 
lithic times and the third 
millennium BC to the 1990s, 
and is famished by loans 
from Chinese museums «nrf 
coUections. Much of the 
archeological material is the 
fruit of recent excavation. ‘ 
The two parts of the exhi- 
bition are quite distinct, 
with the larger historical 

It is hard to 
know quite why 
such things are 
so moving 


and archeological part 
uptown. Staffed with the 
most ravishing, fascinating 
things - ceramics, bronzes, 
sculpture, painting, calligra- 
phy - it is naturally the 
more obvious attraction. But 
the smaller, modern bit 
downtown is, if anything, 
the more intriguing of the 
two. 1 shall return to this 
next week. 

But the uptown part is 
wonderful, more for the 
experience it offers of the 
objects themselves rather 
than any new knowledge it 
imparts. While each new 
piece unearthed adds some- 
thing of its own, the long 
succession of the dynasties 
is known and this display, in 
its several sections, takes us 
throug h them at speed. 

It is not the story that 
holds us, but the objects — a 
bronze boar of the Shang 
period (1600-1100 BO; a west- 
ern Han lamp (206 BC-8 AD) 
in the form of a bronze goose' 


with pigeons on the roof; a 
Tang horse (618-907 AD): a 
shallow, pale-green stone- 
ware dish, as pure and sim- 
ple as could be (Song, 
1127-1279 AD); a painted 
scroll (Qing, 1644-1911) of a 
Philosopher in his pavilion 
on the “pure 

Sounds of Hills and 
Streams’*, by Yuanji 

It is hard to know quite 
why such things are so mov- 
ing, from those of the utmost 
formal simplicity to the most 
densely patterned and richly 
textured, some times exhibit- 
ing all such qualities at 
once. Why is it .that one 
should be . so touched by 
those slightly comical fig- 
ures sitting cross-legged in 
the hut among the trees, 
worked as it is within so 
clear a formal convention, 
with its blobby leaves and 
rocks and bushes? Why 
should a bowl with the sim- 
plest shape and no decora- 
tion beyond a pale, crackled 
glaze seem so monumental? 
How is it that the rich, mod- 
elled surface of an ancient 
bronze cauldron in no way 
reduces its essential simplic- 
ity and formal strength? 

Of course there is no 
answer, other than that of 
intuitive acknowledgment 
and response to what is felt 
to be right and true. To the 
specialist, who has dug the 
site, or read the history, or 
written the book, there most 
be added layers of meaning 
and experience to all these 
things, but we do not need to 
understand the characters to 
know that the calligraphy of 
Zhang Ruitu (1570-1641) or 
Wang Duo (1592-1652) is art 
of the highest order. We 
have only to give ourselves 
to it 

From the platoon of 
life-size ter ra cot t a warriors, 
part of the veritable army 
discovered in Shaanxi Prov- 
ince 20 years ago (Qin 
dynasty, 221-207 BC), with 
which the show begins, to 
the sway-hipped Buddhist 
guardian-king (Tang, 618007 
IB© at the very top of the 



Puccini’s 
missing link 


OPERA 


RICHARD FAIRMAN 

if trittico 

EagBsh National Open 


Stuffed writ!) fascinating things tiie figin of a general of the CXn dynasty (221-207 BC) 


surprising and delightful. 

Now it is a pale neolithic 
jade tube (Liangzhu, 
3800-2000 BC). modified into 
a near-square section on the 
outside and articulated by 
incised decoration of the 
utmost abstract refinement 
Now, from the same period, 
it is a ceramic bottle in the 
shape of a dolphin, as plain 


through it, a proto-Moore or 
Hepworth, whereby to hang 
at its point of balance 
(Shang, 1600-1100 BQ. Little 
monkeys swing from the 15 
branches of a bronze tree- 
c urn-lamp (Eastern Zhou, 
475-221 BC). Four actors and 
musicians dance merily 
along in high relief on their 
earthenware plaques (Yuan, 


hunting party into the coun- 
tryside, full of narrative inci- 
dent and detail 
These are wonderful 
t.htngs which speak to us for 
themselves. 


swallowing, a, fl a jb fc ft Jac qw^ -^iM g eq hahn» spiral -ramp, ^and clean jas a.- tcapedo. ,A . 127^1368^AP)- A iwiging, 
tray, like a target, black and the technical command, far- stone chime, the slimmest of painted scroll, astonishingly 
red, of the same period; a taH . mal variety and invention, slabs, decorated in cursive huge, by Shang Xi (Ming, 
Hah .earthenware watch- moderated by humane sym- shallow relief on one side .1368-1644) has the Xuande 
tower, three stories high, patby and wit, are ever -alone, has a hole bored Emperor setting out with his 


China - 5,000 years: Sotanon 
EL Guggenheim Museum, 1071 
fifth Avenue (at 89tb Street) 
Few York, unfit June 3. Gug- 
genheim Museum SoHo, 575 
Broadway (at Prince Street) 
New Yort, anti May 24. Spon- 
sored by Lufthansa, Nokia, 
Ford, rod Coca-Cola. 


At last it is becoming dearer 
where English National 
Opera is going. A keen, 
young music director is in 
place, an imaginative new 
managing director has been 
appointed, and it seems the 
company now wants to stay 
in the much-loved West End 
theatre it never should have 
spurned. The future looks 
bright - so long as Richard 
Eyre’s imminent report does 
not recommend closure, 
merger, uprooting or artistic 
castration. 

In the current climate it is 
a wonder anybody has time 
to thtnfe about putting on a 
show for the audience. For 
that reason alone it is worth 
welcoming ENO’s latest 
offering, which amounts to 
not one new production, but 
three. Puccini’s JZ trixtico - a 
trio of one-act operas, all of 
them from the hand of a 
master composer - is argu- 
ably the most important 
missing link in the opera 
repertoire we know and love. 

Londoners have had few 
chances to see iL There have 
been a couple of amateur 
efforts, occasional showings 
of one or other of the operas, 
but the last time the trilogy 
was presented in a profes- 
sional new production was 
way back in 1920. All that 
seems a good reason for tak- 
ing it gently, which is what 
ENO’s producer, Patrick 
Mason, has done. This is not 
one of fhOEe evenings when 
Puccini is used as an excuse 
for a tirade on capitalist 
oppression. (Do 1 hear disbe- 
lief? Try a return ticket to II 
trittico in Hamburg.) 

Mason’s modest staging is 
safe and sound. That means 
that a newcomer to 17 trittico 
will not have to go home 
afterwards and get down an 
opera guide to find out what 
it was really about, but it is 
hard not to think what ENO 
might have made of this 
opportunity a decade ago 
when it was a company that 
had vision and style on its 
mind. Cut-price realism sim- 
ply was not a term in the 
Powerhouse dictionary. 

So what are we left with? 
Out .of a budget that, was 
barely enough to' furnish one 
traditional production Joe 
Vanek, the designer, has still 
managed to squeeze three 


distinct settings. 17 tabarro 
has a barge with a Blue Peter 
look of “one they made ear- 
lier" (Nick Cheltan, lighting 
designer, helps out by keep- 
ing the stage in the watery 
murk). 

The sleek and simple con- 
vent design for Suor Angel- 
ica is more individual; 
indeed, the whole production 
is at a higher level, captur- 
ing the sense of an inward- 
looking little community 
which is at the heart of each 
of the three operas. Gianni 
Schicchi reverts to cheapness 
and poster-paint toytown 
props. If thiw was all that 
could be afforded, it might 

Each of the three 
operas manages 
to hit the mark 

have been better to keep the 
company’s previous Schicchi 
production and spend the 
money on the other two. 

For all that, there is 
enough that is good about 
the performances for each of 
the three operas to hit the 
mark. II tabarro benefits 
from having singers who are 
well cast in the principal 
roles: Rosalind Plowright 
happy with a vocal part that 
is not too high as Glorgetta, 
Phillip JoU strong and burly 
as Michele, and David Ken- 
dall (ENO’s forthcoming 
Otello) practising his full- 
throttle top notes as Luigi. 
Elizabeth Vaughan's cameo 


as La Frugola was also a 
winner. 

In Suor Angelica she 
returns as the fearsome Prin- 
cess, whose glance of tri- 
umph as she announces the 
death of her niece's baby 
was a moment to ^hni the 
blood. What a difference it 
makes when an old-school 
singer like Vaughan shows 
how to sing every word In 
English so clearly. There 
were a few promising voices 
among the younger nuns 
and Anne Williams-King 
sang generously to fill the 
theatre as Sister Angelica, 
though she needs to find a 
more reliable way of ending 
her aria. 

It would be nice to report a 
good team effort in Gianni 
Schicchi, an opera ENO 
should do well, but there 
were too many unpleasant 
sounds coming out of the 
throats of some of the sup- 
porting singers. Hie saving 
grace was Andrew Shore's 
absolutely brilliant Schicchi, 
who has leapt out of the 
pages of Dante's Inferno and 
is causing comic mayhem 
over the stage of the Coli- 
seum. And he puts across 
every twist in Amanda Hold- 
en’s sharp translation, too. 

Shao-Chia Lfi is a conduc- 
tor who sets speeds both fes- 
ter and slower than usual 
and then tends to dig in 
without much idiomatic 
give-and-take. Still, audi- 
ences should find that the 
three-and-a-half hours pass 
quickly, even while they 
recognise the lack of flair in 
what is being put before 
them. Puccini had enough 
flair to make up for every- 
body. 

Performances continue at fee 
Coliseum, London WC2 until 
May 12. 



Absolutely briffiant Andrew Shore as SchiccM 


Mmutuur 


Slick Elton fails to hit the right note 


THEATRE 


A LASTAIR MACAULAY 

test from tha past 

«Kt YofftsUro Phybouia, Leeds 

Blast from the Past is Ben Elton's 
most mature play to date, but 
also his least successful. Elton 
has been steadily maturing as a 
playwright; and :I speak as one 
who much enjoyed his first play. 
Gasping, in 1390. But, after eight 
years and three West End suc- 
cesses, Elton .is still showing 
some immaturities^ 1 can't help 
wondering: maybe be always 
will? ...... 

... in his second play, Silly Cow, 
he showed how much he had 
learnt about the craft of dramatic 


structure since his first Popcorn, 
his third, was adaraling advance 
upon both in that respect, and in 
others, too. Still, for all the 
spot-on “now"-ness of those first 
three plays, and for all their 
what-will-happen-next excite- 
ment, they are more lightweight 
than they need be because the 
characters have been vivid but 
shallow, like good cartoon char- 
acters. - 

The most impressive feature of 
Blast from the Past is that this is 
no longer true. The most frustra- 
ting feature is that he has not yet 
made his characters real at every 
turn. Sometimes they have real 
moral weight and emotional com- 
plexity; but sometimes they 
shrink into a slick, bright, 
jack-in-the-box predictability: 


Any London theatre critic Is 
likely to compare Blast from the 
Past to David Hare’s 1995 Sky- 
light. Just get this: leftwing 
young woman receives an unex- 
pected visit at night from the 
most important love of. her He, 
whom she has not seen in years, 
and who happens to be older, 
right-wing, and married. Ring 

any bells? 

The couple met 17 years ago 
when she, Polly, was a Gree n ham 
Common hippy and he. Jack, was 
an American Army officer. She is 
now a council worker in the 
Equal Opportunities section help- 
ing victims of abuse and oppres- 
sion in Stoke Newington, and he 
is an ambitious general who 
misses no chance to badmouth 
liberals, gays, and feminists. She 


is a bag of nerves and suffering - 
she is also being plagued by a 
stalker - while be is cool and 
collected. And yet they had an 
intensely passionate affair all 
those years ago; and they are still 
strongly attracted to each other 

now. 


over again? Will she let him? Do 
either of them know quite what 
the other’s real agenda is? 

There are som e obvious errors: 
at one point, we are asked to 
believe that Jack, this careful 
American general, walks out of 
Polly’s sixth-iloor flat, hoping 
that nobody will notice him, with 
his outsize gun poised in his 
hand. And Elton can't decide 

how tfiTPmtim miaiimi 1 to make 


'Jack 9 keeps reverting into a glib caricature 
of a heartless American chauvinist 


There has been no one else so 
sexually important to either of 
thorn in t he i nterim- They are 
absolutely aware of their psycho- 
logical incompatibility, and they 
are both good at debunking each 
other whenever one of them 
starts off on his or her soap-box. 
Has he come to start the affair all 


Jack: he. Jack, keeps reverting 
into a glib caricature of a heart- 
less American chauvinist, and 
the caricature reveals dismaying 
streaks of Americanophobia in 
Elton. But Elton is a craftsman: 
by the time we want Jack to get 
the hell out of our lives. Polly 
decides that she wants him to get 


the hen out of here, and why he 
insists on staying becomes a dra- 
matic issue well handled. 

No. the real trouble with Blast 
from the Past is its reversion to 
slickness. When it ends, it turns 
out to have been a thriller which 
is disappointing because, at sev- 
eral points, it started to become 
much more. The fact that it 
reminds us of Skylight is no bad 
thing: like Hare, Elton can make 
political debate both serious and 
witty. But Skylight does not then 
shove all that under the carpet 
and pretend to be just a clever 
plot Blast from the Past does, 
except that its plot is not quite 
clever enough. 

Admittedly, a different staging 
would improve matters. Jude 
Kelly, directing, allows the play 
to be too this-is-for-laughs at 
some points and too this-isn't-for- 
laughs at others. Oliver Cotton is 
wholly cramped in the role of 


Jack. His American accent is just 
not quite the real thing . Imogen 
Stubbs is altogether better, but 
she too exaggerates the feverish 
scatterbrain silliness at the 
beginning and the violent out- 
bursts at the end. You end up 
buying her Scottish accent, but 
not at first Still, when the play is 
at its best, she is at hers. It starts 
to be about the complexity and 
seriousness of her feeling; about 
the humanity of her self-contra- 
dictions. 

The audience responds keenly 
throughout; Elton’s sheer wit and 
skill carry the evening. But his 
very slickness, his need to give 
us an evening of carefully manip- 
ulated suspense and black com- 
edy, is what now feels like his 
immaturity. Blast from the Past 
feels less like a hit than any pre- 
vious Elton play. 


IMS May 16 0)113 213 7700). 
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AMSTERDAM 

EXHIBITION 

Ftgkamuseum 

Tel: 31-20-673 2121 
Ornament Prints: serving as a 
source of inspiration to craftsmen, 
artists and patrons, these prints 

provided Information about the 

fashions and designs of other 
cultures, this selection of the finest 
examples is accompanied by 
related objects such as furniture 
and silverware; ends on Sunday 

OPERA 

Netherlands Opera, Het 

Muztektheeter 

Tel: 31-20S51 9911 

Wozzedc by Berg. Wftn Tram pert 
directs a revival of Willy Deekert 
1994 production, with designs by 
Wolfgang Gussman. With the 

Netherlands Philharmonic 
conducted by Hatmut Haencnen, 
Apr 16. 19. 21 

BELFAST 

OPERA 

Grand Opera House 

reft 44-1232-241919 
The National Opera of Latvffl- 


Nabucco, by Verdi; Apr 15, 16 

BERLIN 

CONCERTS 

PhBharmonle 

Tet 49-30-2548 8354 
Berta PhlBwmonic Orchestra: 
conducted by Roger Norrington in 
works by Haydn and Knussen; Apr 
20, 21 

Staatsoper unter den Linden 

Teh 49-30-2035 4555 
wwv/£taatsoper-beriin.org 
Berta Phtaarmonlc Orchestra: 
conducted by Daniel Barenboim In 
works by Liszt, Schumann and 
Beethoven; Apr 16 

DANCE 

Deutsche Oper 

Tet 49-30-34384-01 
La SyfphWe: revival erf a production 
designed by David Walter and 
directed by Peter 'Schaufuss, after 
August Boumonvflle; Apr 18 

OPERA 

Deutsche Oper 
Tet 49-30-34384-01 

• Der Prinzvon Hamburg: by 
Henze. Conducted by Christian 
Thielemann in a staging by Gfltz 
Friedrich; Apr 16 

• Parsifal: by Wagner. New 
production conducted by Christian 
Thielemann In a staging by Gttz 
Friedrich; Apr 19 

Staatsoper enter den Linden 
7bft 49-30-2035 4555 
y^vw^taatsoper-horfln.org 
Die Mefeterainger von PUknberg: by 
Wagner. Hany Kupfefs new 
production Is conducted by Daniel 
Weigte; - 


Apr 19 


Franck; Apr 14 


CHICAGO 

CONCERTS 
Orchestra Hafl 
Tet 1-312-294-3000 
www.chtcagosyrrphony.org 
Chicago Symphony Orchestra: 
conducted by Donald Rurmictes in 
works by Wagner, Haydn, P5rt and 
Britten. With cello soloist John - 
Sharp; Apr 15, 16, 17. 1& 21 

FLORENCE 

OPERA 

Maggio Musicals Ftorentiho 
Tel: 39-55-211158 
www.magyofioreptino.conh ■ 

■ The Lady Macbeth of the Misensk 

District: by Shostakovich. New 

production by Imr Dbdln. 
conducted by Semyon Bychkov; 
Teatro Cormtialer Apr 21 . 

FRANKFURT 

CONCERTS 
Atte Oper .- 

Teh 49-99-134-0400 
Chamber Orchestra of Europe: 
conducted by Wkolaus 
Harnoncourt In works by Schubert, 
Mendelssohn and Schumann. With 
vlota -soloist Thomas Zehetmak; 
Apr 21 

HELSINKI 

OPERA 

Finnish National Opera 
Tel: 358-9-4030 2211 
The Magic Ruts: tv Mozart New 
production by Swedish director 
Bienne Glaser, designed by Peter ' 
Tfflberg. Conducted by MIkko 


LISBON 

THEATRE 

100 Days Festival, Expo *98 
Unde Vanya: by Chekhov. 
Production directed by Peter Stein; 
Teatro Nadonal D. Maria H; Apr 14 

LONDON 

CONCERTS 
Barbican Hafl 
Tet 44-171*38 8891 
London Symphony Orche s t ra : 
Mchael Trlson Thomas conducts 
worts by Mahler, Ives and 
Bernstein; Apr .17 

Royal Festival HaO 

7et 44-171-960 4242 

% English Sinfbnia: world premiere 
of Strong on Oaks. Strong chi the 
Causes of Oaks by Michael 
Nyman. Programme also includes 
Rachmaninov's Plano Concerto 
No, 2, performed by John LiB, and 
works by Schubert and Arnold; 

Apr 14 

• London Philharmonic Orchestra: 
conducted by Paavo Jfevi in works 
by Beethoven. Mozart aid Mahler. 
With violin soloist Frank Peter 
ariim en nan ; Apr 15 . 

• PWJharmonte Orchestra: 
conducted by Mikhail Piefnev in 
works by Tchaikovsky and Berlioz. 
WRh vioBn soloist Victor Tretyakov; 
Apr 16 

• London Philharmonic Orc h e s tr a: 
Ben-Hur. Projection of the 1925 
13m with Eve performance of Carl 
Davis’s Score, conducted by the 
c om po se r; Apr is 

• &gfeh Chamber Orchestra: 
conducted by Pinch as Aukerman In 


works by Dvorak and Mozart, with 
piano soloist Eyuko Nakamichi. and 
by Shurrtaro Sato In Bartok’s Viola 
Concerto, with Zukermai as viola 
soloist; Apr 20 
• Philharmorda Orchestra: 
conducted by Mikhail Pletnev in 
works by Berlioz and Tchaikovsky. 
With mezzo-soprano Jean Rk^y; 
Apr 21 

EXHIBITION 

Victoria and ABmrt Museum 
Tet 44-171-938 8500 
The Power of the Poster inducting 
classic images from the 1880s and 
1 890s as well as the work of 
contemporary designers and 
agencies; to Jul 26 

MILAN 

OPERA 

Teatro afla Scab 

Teft 39-2-88791 

wwwJascafa.mtianoJt 

Linda dl Chamountoc by Donizetti. 

Co-production with Vienna 

Staatsoper conducted by Roberto 

Abbado in a staging by August 

Breeding; Apr 14, 15. 17,18 

MUNICH 

CONCERTS 
Phflharmonte Gasteig 
Tet 49-89-5481 8181 
Munich Phlharmonk: Orchestra: 
conducted by GOnter Wend in 
works by Schubert and Bruckner 
Apr 19. 20. 21 

OPERA 

Carf-Orff-Saai, Gasteig 
Tet 49-89-4809 8508 
Vision of Lear by Toshio 
Hosokawa, with a Ebretto by 


Suzuki and Hosokawa. 
Co-production of the Munich 
Biennale with the Shizuoka 
Performing Arts Centre; 

Apr 19, 20, 

NEW YORK 

OPERA 

New York (Sty Opera, New York 
State Theater 
Tet 1-212-870 5570 
wwwjiycopera.com 
Paul Bunyan: by Britten. New 
production directed by Mark 
Lamos and conducted by Stewart 
Robertson; Apr 14, 18 

SAN FRANCISCO 

CONCERTS 

Davies Symphony HaH 

Tet 1-415*84 8000 
wwwjtfs y mp h ony.org 

• San Francisco Symphony 
Orchestra: conducted by AJasdair 
Neale In works by Haydn, Marti 

. Epstein, Elgar and Schumann, with 
pianist Hetena Grimaud; Apr 15. 
16, 17, 18 

• Alfred Brendefc recite by the 
pianist of works by Mozart, 
Schubert and Haydn; Apr 19 

• Isaac Stem: recital by the 
violinist, with pianist Robert 
McDonald; Apr 21 

STOCKHOLM 

EXHIBITIONS 
Modems Museet 
Tet 46-8-5195 5200 
wvrw.mod&namuseetse 

• “No one's dogs”: 100 Years of 
Swedish Art. 100 works, specially 
selected to trace the history of 
modem art in Sweden; ends on 


Sunday 

• Wounds: Between Democracy 
and Redemption in Contemporary 
Art The inaugural exhibition In the 
museum's new building examines 
developments in the visual arte 
from the 1960s to the present 
Includes works by Francis Bacon, 
Andy Warhol, Gerhard Richter and 
Per Klrkeby; ends on Sunday 

TOKYO 

CONCERTS 
Bunkamura 
Tet 81-3-3477 9999 

• Tokyo Philharmonic Orchestra: 
conducted by Hiroyukl twaki in 
works by Ichiyanagi, Szymanowski 
and Tchaikovsky. With viofin soloist 
Nateuko Yoshimcrto; Orchard Hall; 
Apr 17 

• Vienna Bays Choir reflgious 
music, Mozart and folk songs from 
around the world; Orchard Hafl;' 
Apr 18, 19 

VIENNA 

EXHIBITIONS 

Kun s tit ta torischea Museum 
Tet 43-1-525240 
Pieter Brueghel and Jan Brueghel: 
comprehensive survey of the art of 
the two sons of Pieter Brueghel the 
Elder. Includes around 130 
paintings and 20 works on paper 

by Jan Brueghel the Oder 
(1568-1625) aid his brother Pieter 
Brueghel the Younger (1564-1637/ 
8). The exhbltion also includes a 
dozen works by their father, 
enabfing visitors to trace his 
influence upon his sons; ends 
today 
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MARTIN WOLF 


Brown’s families 

The government’s proposed welfare reforms could have 
perverse effects on household formation and rewards from work 


Welfare reform Is New 
Labour’s big idea. With 
Gordon Brown's Budget and 
the policy proposals from 
Frank Field, minister for 
welfare reform, out last 
month, its aims are now 
clearer. Yet aims are one 
thing; consequences another. 
What impact will these plans 
have on that most 
fundamental of institutions 
- ttmflhi with children? 

The government's goals 
are to secure an adequate 
income for all families with 
children, without affecting 
family structure; ensure 
that, so Sr as possible, this 
income is gained from paid 
“work"; improve incentives 
to increase earnings; and 
limit the additional revenue 
it needs to raise from 
taxation. But it is impossible 
to meet some goals without 
compromising others. 

The government's policies 
will raise family incomes at 
the bottom of the «>ming n 
distribution and increase the 
number of parents who 
work. But it will also raise 
the number of small children 
looked after by strangers, of 
lone parents, of couples with 
a sizeable incentive to cheat 
the state and of earners 
Confronting hi gh marginal 
tax rates. To understand 
this, it will be helpful to take 
the low-skilled mother’s eye 
view, since it is she who 
determines family structure. 

The impact on her income 
and incentive to work is 
dear the new working 
familioc tax Credit moans 

that “every working family 
with a full-time worker has 
an income of at least £180 
(1300) a week”, higher than 
afforded by its predecessor, 
family credit; the credit will 
be withdrawn at the rate of 
55p for every pound of 
additional earned income, 
against the 70p in family 
credit; and there is also a 
generous new credit for 
childcare - up to £105 a 


week for two children. 

Two weeks ago (March 31) 
I queried the sense of 
providing big work 
incentives to a parent whose 
earning potential is no 
greater than a child' 
minder’s. To this Dawn 
Primarolo, financial 
secretary at the Treasury, 
responded (April 6) that 
“many women want and 
need to work", which the 
cost of childcare prevents. 

This is hardly compelling. 
A low-skilled, lone parent 
with young children not 
helped by another adult (or 
adults) is dependent on the 
state, whatever she may 
“want". She cannot earn 
enough in the market to 
cover the cost of childcare, 
while supporting herself and 
her children. Cooperation 
between parents has been 
the historic norm, precisely 
because of this. 

A country with a high 
tax-raising capacity can 
make unviable families 
viable, by transferring 
resources from other 

The economic vafae of fathers 


earners. It can either provide 
mothers with an income that 

allows them to stay at home 

or it can pay fbr the 
childcare that allows them 
to work. These are just 
alternative forms of subsidy. 

The government has decided 
to increase the latter in 
relation to the farmer. 
Inevitably, mothers will 
respond by working, even if 
the work consists of doing 
for other r.hurirpri what they 
might do for their own. 

So a mother Is more likely 
to work. What than is her 
incentive to sustain a 
relationship with the father 
of her children? Her income, 
without her partner, is 
larger than before and the 
rate of withdrawal of that 
income is lower. The 
implications are revealed in 
the table, which shows a 
couple with combined 
earnin g s, before tax. Of £450 
a week (£23,400 a year). Joan 
earns £200 a week and John 
earns £250. Despite paying 
£150 a week in childcare, the 
couple has income, after 
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childcare, of £279X6 a week. 

What is John’s economic 
value to Joan? Not much is 
the answer. Should John 
leave and then fail to make 
any contribution to his 
family, which is tree fora 
third of the fathers the 
govern m ent believes should 
do so, Joan will receive 
£34L34 before childcare and 
H9L34 after it. 

With John, the family of 
four has £7D pa- head. 
Without him, the remaining 
three share £64 per bead. 
Unless John's consumption 
is less than £88 a week, his 
presence makes the other 
members teas able to 
consume things purchased 
outside from*?. John had 
better behave awfully welL 
Otherwise, he will be seal as 
a liability to the family . 

Wby is a man who earns 

£250 a week- which puts 
h im nearly a third of 
way up the earnings 
ritK tTTh r rt Vra for mann a! 

workers - worth only £88 a 
week to his family? The 
answer lies in the structure 
of the credit. His net income 
after tax may be £18680. But 
55 per cent of that is taken 
away from the credit and his 
wife (or partner) vrin also 
receive the married couple's 
allowance he loses. 

True, the withdrawal rate 
is Iowa- than it used to be 
before the Budget, but it 
goes far higher up the 

earning s dtetrih i rf imi Even 

if John earned average 

•manual namlngtt of £330 a 
week, the value of bis 

income to bis family would 
be a mere £132 a week. The 
55 per cent marginal rate of 
withdrawal would, in fact, 
continue to apply until he 


earned £370 a week. 

The couple has an 
alternative. Joan could 
merely pretend to throw 
John out of the household. 
In the example below, Joan 
would still receive her 
E1SL34 after childcare. But 
John would now receive 
£194X4 after tax; making the 
couple's combined net 
income £386X8. after 
childcare, 38 per cent above 
the £279X6 they would 
obtain legally. The incentive 
to cheat is huge. 

The reason for this is that 
file credit is based an family 
income, while tax Is based 
on individual income. If a 
couple can p resent 
themselves as a lone-parent 
family earning £200 a week, 
plus an individual earning 
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£250, the state will make 
then far better off than a 
couple earning £450 a week. 

So the government will 
indeed make mothers better 
off than before. But it will 
also encourage them to 
work, even if the e c onomic 
value of their work is little 
greater than its cost; it 
malt ps the additional value 
of a man's pammg s very 
modest, unless he earns 
significantly above the 
av e r a ge for male manual 
workers; and it gives many 
mere parents a significant 
incentive to cheat 

All fids is the price of 
three features d the system 
that benefits go, as before, to 
famin— rather than 
individuals; that families 
now receive a higher basic 
iiwn— ; and that, rates Of 

withdrawal will be lower. 

The Institute for Fiscal 
Studies notes that, with an 
the ta toq flnri benefits 
(including hnnsmg aryd 
council far benefits), the 
number of households farifag 
ma rina! fra* rates of more 
than 50 per cent has risen at 
least from 08m to L3m and 
could reach 2m. The cost of 
this increase will probably 
more tkan offlset rtio benefit 
of refla tin g the number 
facing tax rates c£ over 80 
per cart from 465X00 to 
265X00. 

Could the government 
have made dif fe rent choices? 
Yes. Could it have made 
better ones? The answer, I 
believe, is yes again. It could 
have increased universal 
benefits, such as child 
benefit for small children, it 
conld also have provided 
wage-subsidies to 
individuals, rather than 
credits to families, leaving 
family formation 
nndistorted. But both would 
have required politically 
unpopular increases in 
general taxation. 

The crucial point, 
however, is that the path 
down which the government 
is going wfll have significant 
pfferta on the family. In 
trying to make all f»TrriYk»s 
economically viable, while 
reducing marginal rates of 
benefit withdrawal, fiie 
government will give a big 
boost, at the lower end of the 
earnings distribu tion, to ftp 
working lone-parent family. 

Is that whal New Labour 
really wants? If so, why does 
it do so? 

Martm.Wo^PT.com 


LETTERS TO THE EDITOR 


Breakdown of curb on 
consumption in Japan 
to be encouraged 


F r om Mr WSHam JacObSOrt 

Sir, I'm afraid that Martin 
Wolf (“Saving Japan", April. 
7) was uncharacteristically 
off the mark in accepting 
chronic Japanese over- 
saving as a fact of life. The 
free flow of capital is fine - 
but not a one-sided free flow 

which leads to large and 

ever-growing imbalances. 
Across the economic cycle, 
Japan produces more than it 
consumes, and exports the 
t Hifanw re Thus the Bubin- 
Summera mantra: can we 
have a bit of domestic, 
demand led growth, please? 

Japanese oversaving may 
or may not have cultural 
roots, but public policy - 
enshrined in a bewildering 
array of regulations specifi- 
cally designed to inhibit con- 
sumption - has clearly been 
an underlying cause of the 
problem. The construction 
industry - that pillar of the 
LDP - is only the egregious 


illustration of this policy: 
fopgf? has public works to 
rival the Starship Enter- 
prise, but remains without a 
decent and affordable bous- 
ing stock. 

The Japanese system is 
breaking down before our 
eyes, and we should encour- 
age the process. It is always 
frightening when past 
excesses are being corrected, 
but the foun d ation Is bring 
laid for a return to growth. 
Japanese consumers wftl get 
a better deal , and trade ten- 
sions will diminish - 
ynahtfag the US and Japan 
to focus energy on helping 
ffotna to manage its transi- 
tion. Advocates of the free 
flow of capital need not rise 
to Japan’s defence. 

William Jacobson, 

Chase Foreign Exchange, 

270 Park Avenue, 

New York, NY 10017-2070, 
US 


Emerging market debt 


From Arturo C. Porzecanski 

Sir, 1 agree with the gen- 
eral thrust of John Pleader's 
article, “Needed: equtty-fbr- 
debbewap” (April 8), namely, 
that wn wy teg 1 markets are 
still relying too heavily on 
debt as apposed to equity to 
finance their economic 
growth. 

However, the imbalanog is 
far less serious than the 
author suggests because the 
0BCD data he cites do not 
include foreign direct 
investment and, worse, the 
OECD ffeures on bond issu- 
ance and loan disbursements 
are gross- rather than 
net of substantial bond 
redemptions and loan 
repayments. 

Indeed, we estimate that 
last year FD1 represented 
about half of all net external 
financing obtained by emerg- 


ing marifph: and that portfo- 
lio equity flows accounted 
for an additional 10 per cent 
or so. 

The most dramatic case is 
Latin America, where FDI 
and other equity-related 
flows used to play a very 
small role and now they 
loom encouragingly large: 
last year these flows 
accounted for almost 80 per 
cent of the region's 
net external financing 
needs. 

In fiie case of the main 
Asian countries that ran into 
trouble in 1997, this propor- 
tion was closer to 20 per cent 
in 1995-86. 

Arturo C. Porzecanski, 
Americas chief economist 
ING Barings 
New York, 

NY 10021 


Dreams that 
failed could 
offer lesson 

From Mr CraiffP. Berm. 

Sir, l read with interest 
"The courage to dream" 
April 3). discussing the 
potential of tee Korean chae- 
bol, the large, family-run 
conglomerates. The chief 
point seems to be that the 
grand ambitions of the chae- 
bol chairmen should not be 
derided because their auda- 
cious dreams led to "a 
decade of astonishing perfbr- 
roance”, at least in the cases 
of Samsung and perhaps LG. 

But what of the failed 
dreams and spectacular fafl- 
ures of so many other Kor- 
ean business groups? The 
chairmen of the bankrupt 
chaebol no doubt had thrir 
own great ambitions. The 
article would have been 
more interesting and useful 
had it asked why some of 
Samsung's plans worked and 
so many others did not 

Craig P. Ehrifch, 

Babson College. 

Babson Park, 

MA 02157-0310, US 


Trigger for 
reversals 

Prom Mr W.B. Fox. 

Sir, Lex says (“US equi- 
ties", April 4) that Wall 
Street "has two big defences; 
low Interest rates and the 
heavy flow of cash into 
mutual hinds”. Has it? 

The great depression of 
the early 1930s was charac- 
terised by as tonishing ly low 

interest rates, and in the last 
30 years downward reversals 
of the market have always 
been triggered by “the heavy 
flow of cash into the mutual 
funds”. 

WX. Fox, 

Thristle Lodge, 

Spenny Lane, 

Collier Street, 

Marden, 

Kent TN12 9PR, UK 


Number One Southwark Bridge, London SE1 9HL 
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The squabbling twins 

In the light of Asia’s economic, turmoil and attempts to ease its problems, the financial 
sector expertise of the IMF and World Bank should be put under one roof 


J acques Polak, the 
International Mone- 
tary Fund’s former 
research director, has 
described the IMF’s relation- 
ship with the World Bank as 
“an untidy, but controlled, 
mixture of co-operation In 
general and mutual irrita- 
tion on occasions”. The 
Asian crisis has been owe of 
those occasions. It has 
opened up differences 
between the institutions that 
had been papered over for 
years. 

The Bretton Woods twins 
were bora with different 
objectives in 1944 and grew 
farther apart over the next 
SO years. Bat since 'then 
conditions in the world 
economy have increasingly 
forced them, set in their 
ways and after the onset of 
middle age, to live in much 
closer operational proximity , 
in continuous awareness of 
each other's established 
rights and acquired sensibili- 
ties''* 

A decade ago, after the 
IMF objected to a huge 
World Bank loan to Argen- 
tina, the turf battle between 
the institutions had become 
sufficiently bloody that a 
peace treaty was needed. 
Months of acrimonious nego- 
tiations produced the “con- 
cordat”, which said in 
essence that the IMF was 
responsible for short-term 
macroeconomic policy 
advice and the World Bank 
for longer-term s t r u c tura l 
reforms. 

This distinction was never 
as dear-cut as it sounded. 
Tax and trade are only two 
of many policy areas that 
could fall into either cate- 
gory. But as finanna minis- 
ters gather In Washington 
for their spring meetings 
this week, ft is time to re- 
examine their respective 
roles in the light of Asia's 
financial tcrmofL 

Thailand's economic melt- 
down was triggered by tradi- 
tional macroeconomic prob- 
lems - an unsustainable 
current account deficit and 
an overvalued exchange 
rate. But the severity of this 
crisis, and the way it spread 
to other countries with 
apparently sound macroeco- 
nomic fundamentals, 
r e flec t ed structural 

weak n esses, notably in the 


THIS PLACE IS A BASfcET OKF-M/ttBE WE 
| SHOULD m/e LEFT IT -JO THE WCELD BANK 



banking and financial sec- 
tors. 

Macroeconomic and struc- 
tural factors were inter- 
twined in causing the crises 
and they both needed atten- 
tion when it came to resolv- 
ing them. The traditional 
demarcation suggests the 
IMF should have dealt with 
macroeconomic adjustment, 
with the World Bank taking 
flip T«ad in frrumria) sector 
v g fl w m. But in Thailand nnd 
the later crises, the bank 
was slow to respond. It 
lacked the right people and 
was slow to redeploy 
resources because of an 
internal reorganisation. 

Like nature, the IMF 
abhors a vacuum, its senior 
managers concluded that the 

bank was in no shape to ful- 
fil its traditional mandate 
and set about doing the job 
themselves. By the time the 
bask had four financial sec- 
tor experts in Thailand, the 
IMF had 25. The IMF made 
its financial support condi- 
tional on detailed structural 
reforms. 

By the time Indonesia and 
South Korea toppled over, 
the IMF felt it had. estab- 
lished a precedent With the 
combination of efficiency 
and arrogance that typifies 
tee institution, it elbowed 
the hank and other multilat- 
eral institutions aside. In 
one crisis country, for exam- 
ple, the Asian Development 
Bank was happQy develop- 
ing a reform plan for bank- 
ing supervision, unaware 
that the IMF was about to 
implenent Its own blueprint, 
wholly inconsistent with 
that of the ADB. 

In the early days of the 
crises, IMF staff in the flaw 




were often unwilling even to 
communicate with the other 
institutions, let alone collab- 
orate with them. Under- 
standably, this caused Mo- 
tion both in Asia and in 
Washington. The atmo- 
sphere was not helped when 
Michel Camdessus, the IMF 
m an agi n g director, in effect 
committed the hawtr to pro- 
viding substantial 
short-term liquidity support 
for Korea without any senior 
offi c ials from the bank pres- 
ent. 

Tempers have cooled and 
the operational relationship 
between the bank and the 
IMF has much improved. 
Scarred by their experiences, 
both institutions are also 
boosting their capacity to 
deal with the finanefa i sector 
problems now seen as cen- 
tral to modern economic cri- 
ses. 

“The Fund will need to 
strengthen staff expertise, 
with implica t ions for recruit- 
ment and internal training," 
argued a recent IMF report. 

The bank is spending $som 
(E30m) on a Special Finan- 
cial Operations Unit This 
wfll increase its financ ial 
sector staff by half within a 
year, many of teem expen- 
sive hires. The bank believes 
the unit should be able to 
provide loans, advice and 
technical assistance in up to 
six crisis situations at once. 

Given tee efforts on both 
sides of Washington’s 19th 
Street, financial sector 
expertise wfll not be in short 
supply* But recent events 
suggest these resources may 
not be used efficiently. Mak- 
ing the fund responsible for 
surveillance and crisis man- 
agement, while tha bank 


deals with longer-term 
reform, risks farther co-ordi- 
nation failures. 

As one cynic observed 
after the IMF mishandled 
the closure of 16 in 

Indonesia last yean “We give 
countries a choice: the 
wrong advice from the fund 
straight away or the right 
advice from the bank too 
late." 

Financial sector problems 
have affected three-quarters 
of bank and fund member 
countries over the past 15 
years, hurting rich and poor 
alike. Surveillance, crisis 
management and long-term 
capacity building are com- 
plementary in this context 
It may well maim sense to 
put the financial sector 
expertise of the Bretton 
Woods twins, and perhaps 
that of the Ra nk for Interna- 
tional Settlements as well, 
under one roof. And given 
the importance of sound 
financial s ys tem s to effective 
macroeconomic policy, it 
should be the fund’s roof. 

This is not to argue tent 
the fund is “better" at finan- 
cial sector issues: the bank 
has done valuable work in 
many countries and Jona- 
than Fichter, the head of its 
new financial operations 
unit, is highly thought of by 
fund staff. Neither is this to 
argue that the fund is “bet- 
ter” in some general sense 
than the bank. 

Indeed, there is a strong 
case for transferring the 
fund’s long-term structu r al 
adjustment lending for the 
poorest countries to the 
bank, which understands the 
development process in 
these countries better. 

There has been some talk 
in the institutions of rewrit- 
ing the concordat in the 
wake of the Asian crises, but 
Mr Camdessus has told cot 
lea gu es that this is an. exer- 
cise he is happy to leave to 
his successor. 

There is cer tainly no point 
embarking on a doomed cru- 
sade to achieve perfect 
bureaucratic tidiness, but 
some modest re-allocation of 
responsibilities may be 
worth pursuing. 

*PolQk J. The World Bonk 
ond the IMF: A Changing 
Relationship, in The World 
Bank: Its Ftnt Half Century. 
Brookings institution, 1937 . • 
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US’s real first 
national bank 


These deals are different. 
Whereas last week's merger 
between Citicorp and Travelers 
represented something new in 
financial services - the creation 
of a giant finan cial supermarket 
- the transactions announced 
yesterday were just another big 
step in a process of bank consoli- 
dation. This process has been 
under way in US commercial 
banking for more than a decade. 

The question is: who benefits? 
Clearly, the managers who come 
out on top of these mergers will 
have much bigger empires to 
enjoy. Their customers may bene- 
fit too, at least on the consumer 
side. 

A feature of the US banking 
industry is that although it 
clearly has too much capacity, it 
is also very profitable - both by 
Its own historic standards, and 
when measured against interna- 
tional benchmarks. The average 
annual return on equity of 
Insured banks hag been pushing 
15 per cent in recent years, signif- 
icantly higher than at any time 
in the past 60 years. 

One explanation for this combi- 
nation of high returns and lots of 
capacity could be that the indus- 
try is not as competitive as it 
might be. Despite the fact that 
there are still over 9,000 commer- 
cial banks in the US, only in 
recent years have interstate 
banking restrictions been lifted, 
opening up the market to 
regional and national competi- 
tion. What consumers lose from a 
lack of personal contact with 


their bankers, they might recoup 
by access to a broader range of 
services, increased convenience, 
and keener pricing. 

These large banks will also be 
better placed to withstand 
regional shocks than were their 
predecessors a decade or two ago. 
A feature of the great wave erf 
bank failures during the period 
between 1980 and 1994 was that 
three fifths of them occurred in 
only five states, California. Kan- 
sas, Louisiana, Oklahoma and 
Texas. 

Against that, however, the US 
has benefited from its heritage of 
regional banks, with a strong 
commitment to the well being of 
their local economic communi- 
ties. There must be some concern 
about the weakening of these 
links. 

Will these deals work well for 
shareholders? The banks 
involved in yesterday's 
announcements all have lots of 
experience in rnairing successful 
marriages, and they can point to 
sizeable cost savings and econo- 
mies of scale arising from these 
latest transactions. Cm the other 
hand, mergers on this scale are 
very difficult to manage. 

And the fact that they have 
been conceived in what is now 
approaching a mood of merger 
mania in the US is another rea- 
son for caution. At least these 
deals appear to have been cook- 
ing in the works for some time. 
Others which are now being con- 
templated will probably make a 
lot less sense. 


Japanese threat 


tan Japan escape from a 
leflationary spiral? Despite the 
aore detailed plans for income 
ax cuts and public spending 
nnounced by prime minister 
tyutaro Hashimoto last Thurs- 
ay. the risk that the world's sec- 
nd largest economy will suffer a 
recipitous decline remains dis- 
iirbingly high. 

Rising unemployment, a seem- 
igly endless banking crisis and 
debt hangover from the bubble 
conomy of the 1980s have all 
Dmbined to cause Japanese con- 
umers to go on strike. CtiHaps- 
ig business confidence has pro- 
uced an equally worrying 
i vestment strike. Hence recent 
ata showing falling domestic 
emond. shrinking industrial out- 
ut. rising inventories and a 
harp fall in imports. 

A credit crunch, stemming 
tun the hanks' problems, is now 
Erecting big companies as well 
s small. And the Nikkei 225 
idex. whose level is vitally 
nportant for the solvency of 
apanage banks, ended the March 
I financial year 8 per cent down 
n its level the year before. 

In such circumstances short- 
»rm interest rates of about half a 
er cent produce no stimulus, 
for docs the dramatic expansion 
i the Bank of Japan's balance 
beet. Much of the resulting 
quidity has gone straight into 
ousehold safes. When monetary 
olicy is. in Keynes's phrase, 
xluced to pushing on a piece of 


string, the only answer is fiscal 
expansion. But while Mr Bashl- 
moto's Y16.000bn ($i23bn) pack- 
age was large in absolute terms, 
it seems unlikely to restore confi- 
dence. 

Masaru Hayami, the new head 
of the Bank of Japan, had called 
for permanent income tax cats. 
By ignoring this plea and offering 
one-off cuts the prime minister 
not only disappointed expecta- 
tions. In effect, he invited a 
people already suffering from 
package fatigue to save the cuts 
rather than spend them. And by 
insisting that revisions to the fis- 
cal reform law should be kept to 
a minimum, Mr Hashimoto made 
it more likely that fiscal policy, 
too, would needlessly be reduced 
to pushing on string. 

There will have to be another 
package, which will be even 
harder to pitch at the right confi- 
dence-boosting level. In the 
meantime the yen seems likely to 
remain weak, ensuring that 
japan re-exports the impact of 
the Aslan crisis to the US and 
Europe. 

This underlines the global 
Implications of Japan's plight. 
Without a Japanese recovery the 
rest of Asia’s problems will be 
harder to solve. With a Japanese 
deflation the risk of a protection- 
ist backlash grows. Japan can 
and should expect continuing 
international pressure for more 
radical action. This is dangerous 
territory indeed. 


Europe’s future 


rd about the US “New 
of n on-inflationary 
3W get ready for the 
version. Over the past 
;, a mood of optimism 
up the economic fbre- 
■ospeedve Emu mem- 
recent broker's report 
jut a “Golden Sce- 

this over-excitement 
ong-a waited cyclical 
is Europe really in for 
is new era? 
r the ll likely Emu 
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position than seemed 
a year ago. Industrial 
i is growing at an 
» erf 4 per cent Unem- 
135 been falling- lnfla- 
r. And the area as a 
a current account sm> 
per cent of GDP . 
forward, the outlook is 
macroeconomic policy 
support the recovery: 
cv is likely to ease 
following the achieve- 
P Maastricht criteria. 

vth in the 611110 area 
ch nearly 3 per cent 
ear and next, accord- 
atest OECD forecasts, 
on, according to the 
:asts. should remain 
r below 2 per cent 
sounds too good too |! 
indeed, there are still 
be wary of being too 
about Europe's pros- 
inugh the economic 
ib euro area countries 


are roughly in sync, there 
remains some divergence 
between the core and periphery 
countries. The Republic of 
Ireland in particular and to a 
lesser extent the Netherlands. 
Finland, Spain and Portugal are 
experiencing strong growth; and 
are at risk of overheating. 

More generally, both labour 
markets and product markets, 
remain too regulated. Unemploy- 
ment may be foiling but, accord- 
ing to the OECD, 1L5 per cent of 
the labour force will still be out 
of work in 1999. 

If strong, non -inflationary 
growth is to be sustainable, more 
than good macroeconomic man- 
agement is needed. Substantial 
structural reforms must also take 
place in order to give the euro 
economies the flexibility- to 
respond to the obstacles to 
growth that will inevitably arise. 

There are good reasons to be 
optimistic about the economic 
prospects at the outset of Emu. 
Europe’s achievement of near- 
price stability over the past few 
years has been remarkable, and 
the outlook for the next few 
years is indeed good. 

It may be that the Emu project 
faces its real challenge whanthe 
cycle turns around and growth 
across the region starts to slow, 
j^anaging that phase of the cycle 
- in an economy still hampered 
by structural rigidities - could be 
the European Central Bank's" 
gist big test 


Banking on moving targets 


T he US has more than 
9,000 commercial hantoi 
Britain has a 212; Can- 
ada 53. 

So if the American banking 
system were to become as con- 
centrated as Britain’s, it would 
have, at the most, 1,000 banks; if 
like Canada’s, just 500. 

So yesterday’s news of two big 
banking mergers - in consider- 
able contrast to the merger of 
Citicorp and Travelers - which 
stunned Wall Street last week - 
was the sort of thing the market 
had been expecting for years. 
Two down; 8,000 or more to go. 

. The question is. if consolida- 
tion is inevitable (and many 
small banks in America will no 
doubt survive), how will it be 
achieved? Citicorp and Travelers 
showed one way: by blurring the 
barriers -between different sorts 
of financial activity - commer- 
cial banking, investment bank- 
ing, insurance and securities. 

The aim is to create a new sort of 
institution, one that is still not 
allowed under US financial ser- 
vices, grouping all these activi- 
ties under the same root Nothing 
remotely like it had been 
attempted before. 

Yesterday's deals show the 
more traditional form of m e rger . 
that between commercial banks 
- In this case, between Bank- 
America with NationsBank on 
the one hand, and Banc One and 
First Chicago on the other. The 
aim is simpler to save costs and 
extend market scope through 
acquisition. - - 

Verne Istock, chief executive of 
First Chicago NBD, put the logic 
simply: “This is a natural evolu- 
tion whenever you have excess 
capacity in an industry." 

But if the deals are not unusual 
in kind, they cer tainl y are in 
scale. The new BankAmerica will 
have JSTObn (£341bn) in assets; 
the new Banc One will have 
$279bn. They are part of an 
emerging top tier of US banks, 
including Citgroup and Chase 
Manhattan with $200bn or more 
in assets. This group is p ulling 
away from others. 

Moreover, BankAmerica is the 
US’s first genuinely national 
bank, with retail operations 
stretching from coast to coast. 
Some 31m people will be buying 
one product or another from the 
bank, comfortably the most cus- 
tomers of any US bank (though 
this still represents only 8.1 per 
cent of the total US deposit mar- 
ket). The deal I think represents 
the most fundamental change in 
the structure of American bank- 
ing we have seen," says Thomas 
Hanley, banking analyst at UBS 
Securities. “It’s the first true 
nationwide bank." 

The big mergers hinge on two 
factors. First, they take advan- 
tage of the opportunity to reap 
big savings thanks to the histori- - 


John Authers looks at the reasons behind yesterday’s 
two big US bank mergers and asks who might be next? 
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cally overcrowded state of the US 
banking sector, a legacy of the 
banking reforms which followed 
the depression of the early 1930s. 
Second, they continue the 
attempt to build truly national 
banking franchises and brand 
names in the US. 

The combination of First Chi- 
cago NBD and Banc One. whose 
retail branch networks overlap in 
the central Midwest, presents 
opportunities for huge savings. 
These come both from closing 
branches in the areas where they 
both have a presence, and by con- 
solidating the back office admin- 
istration for bulk businesses such 
as credit cards, where the new 
hank will now be the nation’s 
second largest issuer, behind 
only Citicorp. Its preliminary 
estimate is that it can cut $93Qm 
in annual costs, while raising 


revenue by S275m next year. 

But NationsBank and Bank- 
America, with only a little 
branch overlap in Texas and New 
Mexico, are also expecting to cut 
costs by $L3bn. equivalent to 10 
per cent of the banks' combined 
cost base. These savings will 
come mainly from consolidating 
administrative functions, using a 
model which NationsBank has 
already applied with ruthless 
effectiveness in a series of merg- 
ers. For example, last year’s 
$15.52bn acquisition of Barnett 
Banks, the largest bank in Flo- 
rida, was predicated on cost cuts 
which removed 55 per cent of 
Barnett’s expenses. 

The second trend behind the 
deals is more ambitious, and 
involves the attempt by a num- 
ber of big regional banks to build 
a truly national franchise. Bank- 


America's merger with Nations- 
Bank virtually achieves this, 
creating the first branch network 
which stretches from coast to 
coast, albeit lacking a presence in 
the north-east of the country. 

The argument is that the US 
population has become more 
mobile, malting it much harder 
for regional banks to hold on to 
their more affluent customers. 
Also, by creating a national 
brand, expansive national mar- 
keting becomes possible. 

Many financial products are 
already marketed nationally, but 
this is usually done using direct 
mail and telephone call centres. 
These new combinations will also 
be using traditional branches to 
make sales. 

Corey Yulinsky. who covers 
financial services strategy for 
Mercer Consulting, suggests this 


could be harder to achieve than 
it seems. "These banks are going 
to try to create a new kind of 
hybrid model. All of the non- 
banks have demonstrated far spe- 
cific products, like credit cards, 
mutual funds and home equity 
loans, that there are clearly 
national products out there, and 
they use the mall and the tele- 
phone to make sales. Coupling 
products which normally done by 
the mail and telephone with 
actual storefronts will be fasci- 
nating to watch play out. 1 * 

It was already clear yesterday 
was that the deals are continuing 
to generate more momentum. No 
combination can match Nations- 
Bank-BankAm erica . but there is 
still the opportunity for several 
further huge mergers. 

First Union, NationsBank's 
great competitor which is also 
based in Charlotte. North Caro- 
lina, will likely want to make 
another move. As it already has a 
strong presence up the Atlantic 
seaboard it may want to buy one 
of Bank Boston or Fleet Finan- 
cial 

The Californian market has 
already seen heavy consolidation 
of its own. with deals such as 
BankAmerica's acquisition of 
Security Pacific for $4.66bn in 
1991. Wells Fargo's purchase of 
First Interstate for $15.52bn in 
1996, and the combination earlier 
this year of Washington Mutual 
and HF Ahmanson to create the 
nation's largest thrift 

All of these could be targets for 
First Union, or for Chase Manhat- 
tan, the New York-based whole- 
sale banking powerhouse which 
also maintains a large retail net- 
work in the north-east 

The story of Wells Fargo, how- 
ever, could provide the most 
important lesson for the manag- 
ers and investors involved in yes- 
terday's deals. Once the nation’s 
most highly rated bank, and a 
leader in moving away from tra- 
ditional branches to banking cen- 
tres in supermarkets, it bought 
First Interstate after a hostile bid 
and shed many of the target’s 
executives after the deal. 

But after the merger it was hit 
by a series of problems with ser- 
vice delivery, all of which were 
gleefully publicised by its smaller 
competitors in California. Cus- 
tomers left, and it stock price 
dipped, leaving many of its most 
faithful backers on Wall Street 
feeling betrayed. It Is now 
regarded as an almost certain 
acquisition target 

Now, Wells’ problems integrat- 
ing First Interstate mean that it 
will probably also lose its inde- 
pendence. It seems to underline a 
point made yesterday by Derek 
Sword, an analyst at Keefe Bruy- 
ette & Woods in New York: 
“There's only one big risk with 
these deals. And that's execu- 
tion." 


Consumers concerned by mega-mergers 


They say the customer is always 
right, but in the US banking 
industry it is not easy to know 
who speaks for the customer. 

At the fan f are of last week's 
merger of Citicorp and Travelers 
Group, the mythical US con- 
sumer was portrayed as the driv- 
ing force behind the deal. 

The only snag is that groups 
that represent US consumers’ 
interests have proved less enthu- 
siastic about the new world order 
of financial services. They are 
concerned about the mis-selling 
of products, abuses of confiden- 
tial information and a lack of reg- 
ulatory protection for consumers. 

"Citigroup is a merger of two 
giant egos," said Ralph Nader, 
the veteran consumer activist at 


the Centre for the Study of 
Responsive Law. “There is no 
rationale for this merger other 
than bigness, and they don't have 
anything new for the consumer." 

Yesterday’s follow-up mergers 
of NationsBank and BankAmer- 
ica. and of Banc One and First 
.Chicago, have heightened fears 
that consumers’ interests will not 
be protected. Consumer groups 
predict the merged banks will 
Invade customers' privacy in an 
attempt to cross-sell products, at 
the some time as reducing com- 
petition by swallowing rivals. 

The justice department appears 
to be the most likely source of 
governmental interference in yes- 
terday’s mergers. The size of the 
two deals means they will be 


referred to the department's anti- 
trust officials. 

In particular, antitrust lawyers 
are interested in mergers that 
create banking giants in specific 
regions, such as Banc One and 
First Chicago's dominant posi- 
tion In the Midwest 

Last week the department 
forced another bank merger to 
dispose of 32 branch offices with 
deposits of about $Llbn (£650m). 
The $16.6bn deal between First 
Union and CoreStates faced local 
opposition because of possible job 
losses, and was approved only 
after the banks agreed to seD the 
branches in Pennsylvania. 

The banks have agreed not to 
prevent other financial compa- 
nies from buying or leasing 


branches that the newly-merged 
company will close. Such con- 
cerns are shared by consumer 
groups, which accuse merged 
banks of dosing down branches 
in less wealthy districts. 

At least yesterday's mergers 
can chart a relatively dear path 
through the Byzantine US bank- 
ing laws which date back to the 
Depression and post-war eras. 

In contrast, Citicorp and Trav- 
elers must overcome reluctance 
in Congress to compromise on 
new laws. Without new legisla- 
tion, Citigroup would be forced to 
seD Travelers’ insurance under- 
writing operations within five 
years because it contravenes 
laws separating insurers from 
bankers and brokers. 


Consumer groups hope the 
mergers will increase congress- 
ional interest in adding consumer 
protection to the latest financial 
bill, which is scheduled to return 
to the House of Representatives 
early next month. 

But their main chance of 
opposing the mergers will be 
through antitrust measures. Step- 
hen Brobeck, executive director 
of tbe Consumer Federation of 
America, said: “Unfortunately 
tbe consumer's interests are only 
being considered secondary by 
many members of Congress. 
Instead you simply have different 
interest groups lobbying against 
each other." 

Richard Wolffe 
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Hunters 

moon 

It's only seven months since Hugh 
McCoil, dynamic boss of 
NationsBank, stood in 
BankAmerica’s home town San 
Francisco and said he wouldn’t get 
mixed up in any more takeovers 
for -IB months. 

McCoy said it wodd taka that 

long to swallow Barnett Banks - a 
Florida cocktail just bought for a 
market-boggling $15.5bn - and 
“well make no acquisitions you 
could notice, maybe pick up some 
small things”. 

But the ex-marine Is an ok! hand 
at sending opponents the wrong 
way, and maybe the 
announcement this year that 
cost-cutting from the Barnett 
merger was going more slowly 
than expected was just another 
feint Anyway, McCoil. has always 
hankered after a stake in Cafifomia 
- he has said it’s the only foreign 
country he's interested in. if you 
want to be top dog hi American 
banking you can’t ignore tie state 
where one in eight Americans Uvea. 

One question must be whether 
the succession plan will stand the 
test of time. The banks are saying 
that 62-year-old McCoil wfll head 
the new, merged BankAmerica for 
a few years, with BankAmerica's 
David Coulter - who’s only 50 - 
following on bn due course. 

Coulter, a staid, methodical 
mathematician who rose through 
the non-consumer side of 
BankAmerica Is very different from 


tough-talking, big -game-hunting 
McCoil, and personal chemistry is 
as Important In banking as - 
anyhwere else. 

If Coulter wants a first-hand 
opinion on tow tough a world It 
can be, he could ask Eugene 
Lockhart, recruited less than a year 
ago from the presidency of 
MasterCard international to head 
BankAmerica's global retail bank. 
Yesterday’s merger seems to leave 
him out In the cold. 

Attention now turns again to the 
rivalry in Charlotte between MeCofl 
and Ed Crutchfield of First Union 
Bank. Crutchfield brought the 
Hornets basketball team to town, 
McCoU - who keeps an ebony 
panther on his desk - brought in 
the Panthers football team. 

Speculation in the 
beggar-my- naigh bour game now 
centres on whether McCoil win 
take tone out from bank-hunting to 
add the Minnesota basebafl team 
to his trophy cabinet 

Baron’s chance 

Belgium may have to look to an 
unexpected source to safeguard its 
interests if France’s Sue 
Lyormase des Eaux buys out the 
rest of its 63 per cent-owned 
subsidiary Sbc&6 G6n6rale da 

Belgique. 

La Ginitaie enjoys 
near-legendary states in Belgium: 
its creation predates that of 
Belgium itself. It once acted as the 
central bank and owned stakes in 
1,200 businesses accounting for a 
thin! erf Belgian GOP. 


Baron Albert Fr&re, the reclusive 
financier, who has built one of the 
few Belgian business empires to 
rival that of La G6n6rale, played 
only a bit part in the battle for the 
Belgian holding 10 years ago, 
when Suez intervened as “white 
knight" to see off an audacious 
takeover bid from Italy's Carlo De 
Benedetti. 

Fr&re later defended his 
subsidiary Banque Bruxelles 
Lambert from a bid by ING of the 
Netherlands in 1992, but sold to 
the same bidder last year, when 
the price was more to Itis [iking. 

Now Frere has built up an 11 .5 
per cent stake m Suez-Lyonnaise, 
making him biggest shareholder, 
and a director - and there are 
rumours he may use soma of his 
BBL proceeds to buy even more of 
the French group. For the 
72 -year-old steelworker's son from 
Charleroi, what more fitting climax 
to his career than an influential role 
in the Paris boardroom of the 
company controlling 100 per cent 
of La Generate? 


Netiquette 


Singapore has put a lot of effort 
Into keeping its streets dean and 
tidy - anyone caught jaywalking or 
dropping a bit of paper is in 
serious trouble. Now it's trying to 
tidy up the Internet 
The government has Just 
kick-started a web site to persuade 
internet surfers to be as 
buttoned-up as Singapore 
pedestrians. It's run by the 
state-funded Slng^xtre Courtesy 


Courted, and “offers do’s and 
donts of a friendly courteous 
online surfer". 

The NCC, a brainchild of former 
Prime Minister Lee Kuan Yew, has 
spent 20 years instructing 
Singaporeans on everything from 
toilet etiquette to how to be better 
neighbours, citizens and tourist 
hosts. Even with that behind them, 
tackling the rambling, unruly, 
chaotic Internet seems a mite 
ambitious. 

Wild horse-power 

RoJts-Royce Motors may be going 
down the Rhine but another 
famous name In British automotive 
archives Is threatening to make a 
super-fast comeback. 

Norton Motorcycles, which 
disappeared without trace three 
years ago, Is being revived by a 
consortium led by engine designer 
AI Melting, who made his name 
building powerplants for Formula 1 
racing cars. 

But white Mailing is UK-grown, 
most of tiie cash behind the 
project Is north American. 
Canada's Aqulflnl family, who own 
the rights to the Norton name, 
have climbed aboard, riding pillion 
to lead investor Joe Novogratz, a 
MinneapoEs-based former gridiron 
football star turned entrepreneur. 

If all goes to plan, the first bikes 
will be ratling off the production 
line by the autumn, but there are 
no plans, apparently, to enter the 
mass market. Norton bites will be 
as pricey as Roflers in biking terms 
- and twice as fast 


100 years ago 

The Advance Of EJectricrty 
The principle of electric traction 
is becoming steadily more 
popular in the United Kingdom, 
but as regards length of line and 
number of motor cars in 
operation we compare very 
poorly with the United States 
and several European countries. 
Statistics in the "Railway World” 
show that there are over 1,350 
electric railways in the United 
Stales with about 16,250 miles 
In operation and 45,000 motor 
cars. In England there are only 
about 20 railways and tramways 
In operation and about 127 
miles of track. Both Germany 
and France have been quicker 
than England to realise the 
advantages of harnessing 
electricity to their trams. 

50 years ago 

Canadian Freight Record 
Montreal, April 13th. During 
1947 the Canadian National 
Railways handled the heaviest 
peacetime volume of traffic in its 
history, and the freight tonnage 
was greater than In tiie busiest 
war year, states the president 
and chairman of tiie Company, 
Mr. R.C. Vaughan, in the annual 
report which has been tabled in 
the House of Commons by Mr. 
Chevrler, the Minister of 
Transport The freight load 
reached neatly double the 1939 
tonnage. 
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Ballooning banks 


f.llcA tbe animals marr yin g - Intn N08h’S 

ark, US financial deals are starting to pop 
up two by two. However, yesterday's pair- 
ings of NationsBank with BankAmerlca 
and Banc One with First Chicago are a 

return to business as usual following the 
novelty of Citigroup. 

Admittedly, the new BankAxnerica can 
fairly claim to be the country’s first truly 
national retail bank. But. at heart, both, 
deals are straightforward commercial 
bank mergers. The value to shareholders 
will come largely from cutting costs and 
exploiting economies of scale, rather than 
from cross-selling or new products. 

This type of consolidation has been 
sweeping the US hanking industry far a 
decade, albeit on a smaller scale. 

That may explain why the stock market 
reacted alm ost apathetically compared 
with the euphoria with which it greeted 
the Citigroup merger last week. 
BankAmerica’s combined $l33bn market 
capitalisation rose by less than $7bn, and 
just $2.5bn was added to the $72bn 
market value of the enlarged Banc One. 
Yet BankAxnerica is promising after-tax 
cost savings of $1.3bn wi thin two 
years. 

On its blended multiple of 17 times fore- 
cast 1998 ea rning s, those savings would be 
worth a whopping $22bn. Even n«aiming 
a less generous, rating of. say, 10 times 
earnings, the savings would still be 
worth $l3bn. 

Similarly, Banc One expects S600m 
savings after tax, worth $6bn-$10bn 
depending on file multiple applied. 

The market's reaction seems partic- 
ularly perverse because savings from 
meshing together back-office functions 
and branch networks are much more 
likely to materialise than the cross-selling 
benefits postulated by Citigroup. 

Of course, every merger carries integra- 
tion risks. Tnrityd . NationsBank is cur- 
rently behind target in extracting savings 
from last autumn's acquisition of Barnett 
Banks in Florida. But all four manage- 
ment teams have long experience of integ- 
rating purchases and , notably, unlike Citi- 
group, the key executive appointments 
have been settled in each case. 

Furthermore, the fact that both dft»T« 
are basically no-premium mergers - 
although there is a small uptick for First 
Chicago shareholders - is a healthy devel- 
opment in an industry where acquisition 


BankAmerica and tetmosSank 

Share pricse ratotiw to the S&P Banks hdax 



prices had soared to a worrying four to 
five times book value. 

The combination of strong balance 
sheets and growing free cashflow will also 
leave the new banks, particularly Bank- 
America. with plenty of excess capitaL 
Handing some of that back (as far as the 
pooling of interest rules will allow) would 
be good for shareholders and a useful 
discipline on management Time for diges- 
tion before the next meal would seem in 
order. 

German economy 

Is the He rman economy still too weak to 
produce a significant turnaround in the 
labour market? The modest 2,000 fell in 
March's seasonally adjusted unemploy- 
ment numbers may suggest so. With 
unemployment across the cou ntry equiva- 
lent to 1L5 per cent of the workforce - 
and 19.3 per cent in the old East Germany 
- joblessness remains Germany's biggest 
problem. 

However, the picture is not without its 
bright spots. In the first two months, of 
the year, unemployment fell by 112,000. 
The pace of this decline was always likely 
to slow and this is exactly what has hap- 
pened. No horrors there. And while these 
earlier falls seem to have been driven 
largely by export growth on the back of a 
weak D-Mark, Daimler-Benz’s upbeat trad- 
ing statement confirms slowly strengthen- 
ing domestic demand. 

Higher wage increases, a cut in the soli- 
darity surcharge and stabilising employ- 
ment should fuel a rise in disposable 
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income. And a mini-boom in rfmcnmw 
spending ahead of a VAT rise this month 
should provide a fillip to a depressed 
retail sector. 

However, given the Bundesbank's con- 
cern with the outlook for inflation in 
Euroland, rate rises in the latter part of 
the year are likely, which would slow the 

economy once again. With inflation 
unchanged at LI per cent, the case for a 
rise in German Interest rates looks thin 
on purely domestic grounds. 

Ironically. Germany may be among the 
first countries to feel the pinch of a "one 
size fits an” monetary policy. 

Tobacco 

The tobacco settlement dies and US 
tobacco shares tP” n nearly 10 per o«»n t 
Surely some mistake? Not really. The US 
Senate’s McCain bill was such a bad deal 
for the industry it had nothing to lose 
from pulling out Not only would the bill 
have nearly doubled the penalties to be 
paid by tobaCCO rvwn panlwa fr nm the 
$368bn proposed last Jane to $600hn. It 
nisn dropped the broad legal immunity 
from fixture lawsuits which the industry 
sees as crudaL 

The resulting combination of shrinking 
sales, as cigarette prices soar, and a flood 
of new legal claims - which some ana- 
lysts believe would cost SLOhn a year - 
could indeed drive US tobacco companies 
into ban krup t cy . 

There is a risk that Congress will pass 
the McCain bill a ny w a y. But shorn of the 
industry’s cooperation it will amount to 
little more than a unilateral price 
increase, without the advertising restric- 
tions previously agreed. And research 
shows that price rises alone have little 
im part On tppnag p smoking rates. 

Meanwhile, the industry has threatened 
to use its considerable clout to p ortra y 
such lagiaiatino as a tax jnc re^ 
an the middle classes. Tax is a word all 
members of Congress particularly in 
an rifrtinn year. 

Since both sides dearly stand to gain 
from farther discussions, a settlement 
still looks possible. There is already talk 
of President BfH Clinton presiding over a 
summit in May. For investors fins is good 
news, because any new compromise is 
likely to be better than the c u r rent uncer- 
tainty. 
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Europe today 

Northern Scandinavia will have 
snow showers but central parts of 
Norway and Sweden and southern 
Finland wfll have a sped of snow. In 
the south there will be sunny peri- 
ods and heavy Showers. The Low 
Coniines, Germany and the Alps 
wfll be coU with sunny spefls and 
heavy showers. Rain in the west of 
France wtfl move east but southern 
coasts wfll stay dry. Portugal will be 
wet with the rain later moving 
across Spain. Showers In Italy w0 
dear to leave a dry afternoon. The 
eastern Mediterranean wfll be hot 

and sunny but th u nder s torm s wB 
break out In Turkey. 

Five-day forecast 

Western Europe wfll be unsettled 
with wintry showers. The later part 
of the week wW be warmer but with 
rain. The Mediterranean and central 
Europe wffl also be insettted with 
showers, heavy and prolonged at 
limes. 
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Japan’s current account 
surplus soars to $12.7bn 

Finance minister may be forced to cancel trip to G7 meeting 


By Paul Abrahams hi Tokyo 

Japan's current account surplus 
nearly doubled to Y1351bn ($L2.7bn) 
in February, mainly because of a 17 
per cent in the value of imports. 

The surge is likely to lead to more 
demands from the US and Europe 
that the Japanese go v e rnm ent take 
action to boost domestic demand. 

Ryntaro Hashimoto, the Japanese 
prime minister, last week proposed 
income tax cuts worth Y4,000bn as 
part of a YiejHOhn package to stim- 
ulate economy being considered 
by the government. Details are 
expected later this month. 

Hikarn Matsnnaga, Japan’s 
ffnm-toB minister, said yesterday that 
he was unlikely to attend the meet- 
ing of ministers and central 

bank governors of the Group of 
Seven nations in Washington tomor- 
row as he would need to remain tn 
Tokyo to explain the government’s 
economic policy to an increasingly 
critical parliament 

Machinery orders in February fell 
148 per cent compared with the pre- 


vious month. Kazuo Ueda, a newly 
appointed member of the Bank of 
Japan's policy-making board, said 
the country was in a very dangerous 
data and fhni a further cut in the 
aiwyirmt- rate may be needed from 
the current historic low of 0.5 per 
cent 

Weak domestic demand was the 
T fiaSn factor behind the surge in the 
February current account surplus, 
which increased 97 per cent to 
Yl,651bn compared with February 
last year. 

Imports, held back by weak con- 
sumer demand and falling oil and 
commodity prices, dropped 17 per 
cent year on year to Y£509bn- 

Export growth slowed sharply, but 
still expanded 2.1 per cent to 
Y&980bn over the same period. Ana- 
lysts said the deceleration was 
caused by a eoiiapw* in demand from 
Asia. 

The finance minis try Insis ted that 
the trade surplus, which rose 68 per 
cent to Yl,47lhn in February, would 
not continue to increase in the 
medium term. Sluggish exports to 


the rest of Asia and higher Imports 
as a result of government moves to 
help the economy would bring about 

a change in trend. 

Mr Hashimoto is under increasing 
pressure to do more to stimulate the 
economy. One suggestion is to 
extend the March 2004 deadline for 
hali-ing the budget deficit as a pro- 
portion of GDP. Such a move would 
allow the government to generate 
additional demand through looser 
fiscal policy. 

Mr Hashimoto said yesterday that 
he had not decided whether to 
extend the target date. He adde d 
that he had no intention of cutting 
the sales tax from the current 5 per 
cent. 

Yesterday’s figures gave some sup- 
port to the yen against the dollar. 
The Japanese currency closed at 
Y129 against the US currency In 
Tokyo. The benchmark Nikkei 225 
Average ended 1 per cent, or 153.54 
points, down at 16.317. 


Editorial Comment, Page 13 
Currencies, page 24 


By Norma Cobra, 

Property Correspondent 

Bennett LeBow, the maverick 
financier at the helm of US cigarette 
manufacturer Liggett, is to relocate 
a cigarette factory in downtown 
Moscow and redevelop its site into a 
360X00 sq ft modem office building. 

Mr LeBow’s Brooke and New Val- 
ley companies have formed a part- 
nership with Apollo Real Estate 
Advisors, the US-based opportunity 
fund, and Apollo's European affili- 
ate, Pelham Partners, to develop 
properties, including a new cigarette 
factory outside Moscow, with a total 
value on completion of about $40Qm. 

The moves come amid rising inter- 
est arnnng - western real estate inves- 
tors in office and retail develop- 
ments in ce ntra l and eastern Europe. 

Existing eastern European archi- 
tecture is unsuitable for fire informa- 
tion technology infrastructure 
required by western European and 
US tenants, while shopping malls of 
the type sought by western retailers 


are almost non-existent. 

Mr LeBow attracted attention by 
having Liggett break ranks with 
other tobacco companies in 1996 and 
settle lawsuits launched by smokers 
who ctafmori cigarettes had damaged 
their health. Id 1995 he teamed up 
with Wall Street dealmaker Carl 
Trahn in an unsuccessful atte m p t to 
take over RJR Nabisco, the tobacco 
and food group. 

Recently, Lehman Brothers 
announced plans to invest $1 50m in 
a partnership which would build up 
to 10 US-style stopping man* in cen- 
tral Europe. Credit Suisse First Bos- 
ton, the investment bank, and Sam 
ZelL the US billionaire real estate 
developer, have farmed New Europe 
Properties Advisory, which intends 
to invest up to $500m in central and 
eastern Europe, including Russia. 

International investment in Rus- 
sian property has had a volatile his- 
tory. Paul Tatum, an American busi- 
nessman, was shot dead outside the 
RadissofrSlayjanskaya hotel in 1996, 
after a bitter legal wrangle over 


ownership of the hotel development 
Under terms of the agreement 
with Mr LeBow’s companies, Apollo 
and Pelham will inject an undis- 
closed sum into a partnership. West- 
ern Realty Development 
The new Moscow office building; 
to be owned by Western Realty, is to 
be part of a three-phase office com- 
plex on Gasheka Ulista in the Tver 
skaya-Yamskaya area of downtown 
Moscow on land around the cigarette 
factory. 

The first phase of that complex, 
known as Ducat L is already com- 
pleted and has been sold to Citibank. 

Under terms of the deal with 
Apollo and Pelham. Western Realty 
will acquire Ducat II. already com- 
pleted and occupied. Tenants there 
Include Morgan Stanley Dean Wit- 
ter, Motorola and Lukoil- Arco. 

The new Ducat III will also be 
owned by Western Realty, with con- 
struction to begin in early 1999 and 
completion scheduled for 200L 


See Lex 
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Unfair challenge by no.4? 


.We’re often accused at smug aw the top. But many a 
doughty travel manager know toe benefit at having 
someone on your side who is prepared to kick the rest 
sound in order to get toe right result 

Simply choosing a big name to keep things moving in the right 
direction doesn't always cu; it. does it? What do yw do when 
they don't seem to want to get involved? When they obviously 
fail tn understand eocUy what you need? Your selection 
policy can quickly leave you took mg a little vulnerable. 

Portman are no 4. We’re different And we’re good. This 
meats that today more and more companies are putting our 
name first on the sheet when it comes to choosing an 
effective travel management service. 

We aim to be in the thick of the action when it comas to 
controlling our clients travel spend. Of course, as the UK's 
largest independent, frequent booking are very much 
routine tor us. 


And our distribution is impressive, with a nationwide 
network of offices and global strength through over 4000 
locations worldwide. Critically, we possess the attitude and ■ 
approach to ensure we score where others don’t. 

This tends to mean that the so called -star signings' cry foul 
“hen they learn we’re on toe same pitch. Because they don't 
like to lose. So perhaps It’s time to select the only player 
who can consistently take on the Oppos.tton - and beat them. 

Pick the right team. Speak to Portman. 

Call Lesley or Brian on 0800 731 1627 

E-mail: lcollinseportmantravei.co.uk 

or biawJefOportmanlravel.aj.uk / ^ 
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Liggett chief plans property 
development on Moscow site 
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.-las : 





the Group of Seven 
Industrialised nations 
may seek to boost the 
Japanese currency. The 
G7 appears to think that 
a stronger yen is good 
for toe world. The rest of 
Asia may already be 
sinking into recession, 
and tithe yen falls 
Japan is likely to buy 
fewer Asian exports. A 
slide in the yen could also prompt Chna to 
devalue the yuan, setting off a new wave of Asian 
devaluations. However, boosting the yen would fly 
in the face of economics. The US economy is stai 
robust Japan may be on the edge erf recession. 
The fundamentals cry out for a weaker yen, but 
Tokyo and Washington have shown that together 
they can overcome economic data. Page 24 

Taipei drops below 9,000 

Taipei's weighted Index fefl by more than 2 per 
cant, and it dosed below the psychological barrier 
of 9,000, at 8,883.11. The electronics sector fail 
4.5 per cent as weak monthly sales figures at 
leading electronics makers unnerved investors. 
Concerns over annual earnings figures also 
weighed on sentiment. Page 29 

Emu bubble not ready to burst 

Are European stock markets becoming a bubble 
reedy to burst? The first quarter saw many 
bourses hit records and fresh money stifl seems to 
be coming in. The main factor has been toe lower- 
ing of interest rates in toe run up to European eco- 
nomic and monetary union. Most analysts are 
reluctant to predict a downturn until after Emu in 
1999. Page 29 

Barclays 1 infant off to a good start 

It is six months since the unexpected birth of Bar- 
clays Capital, following the decision by Barclays 
Bank to exit equities, and toe fledgling capital 
markets business has had a healthy Infancy. But it 
still has a long way to go before it is even ctoseto 
achieving the ambitions of its driven chief execu- 
tive, Bob Diamond, let alone those of Barclays' 
shareholders, page 19 • 

China tests foreigners 1 patience 

Most things in China take time. These days, the 
stock markets are testing the patience of foreign- 
ers. In the first quarter of 1908, Asia's troubles - 
and a few homegrown economic problems, such 
as oversupply, weak demand and deflation - have 
started catching up wtth the Chinese economy and 
tripping up some of China's Rated companies. 

Pago 18 


FT GUIDE TO TH E WEEK 
- full listings Page 32 

ASIA ON THEIR MIND 

The two-day spring meetings of the International 
Monetary Find and the World Bank stst in 
Washington on Thursday. They are expected to 
concentrate on Asia’s economic problems. 
SCHRODER TEST 

Germany's Soda! Democrats are expe cte d to 
endorse Gerhard Schr&der, the prime minister of 
Lower Saxony, as their candidate for chancellor, at 
a one-day party conference in Leipzig on Friday. 
Mr SchrOder will face Chancellor Helmut KoN to 
the federal election on September 27. 
HASHtMOTO RESCHEDULED 
Boris Yeltsin, Russian president, is due to hold 
informal talks on Saturday, postponed from last 
week, with Ryutaro Hashimoto, Japan’s prime 
minister, at Kawana, a Japanese coastal resort 
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CONCERNS GROW THAT BULL. MARKET MAY HAVE GIVEN RETAIL INVESTORS UNREALISTIC EXPECTATIONS 


Sales of mutual funds hit record 


John Anthers n Haw York and 
Enfl® Terazono a London 

Sates of mutual ftrnds in the 
US and Europe reached record 
levels last month, prompting 
fears that the boD market has 
given small investors unrealis- 
tic expectations. 

The latest spurt of cash into 
US funds, combined with the 
strung performance of equity 
markets in recent weeks, may 
m ean that the total assets of 
the mutual fond industry have 
overtaken those of. commercial 
hanks. It will be several weeks 
before complete figures can be 
compared. 

The Washington-based 
Investment rvwnp a n y ina Htirto, 
the trade association for the 


industry, estimates long-term 
funds- took in $87.5bn In 
March., comfortably ahead of 
the previous record monthly 
inflow of 832.71m. set in Janu- 
ary i996b Such funds inpTfldfi 

equity and- bond funds, but 
exclude those that invest in 
money martlets. 

Equity funds took in $27J5bn, 
the most since January last 
year when they took in 
f28-88bn. Hybrid funds took in 
$2.5bn, and bond funds 
attracted $7.5bn. This contin- 
ued a relatively strong perfor- 
mance for bond funds, after 
three years in which fixed 
income investments fell out of 
favour with small i n vest o rs. 

In the week «naftig March 
25, commercial banks had 


$4£83bn in assets under man- 
agement, according bo the Fed- 
eral Reserve. The mutual fund 
industry bad $<L578.6bn under 
manag em e nt at the end of Jan- 
uary. Since then it has beat 
helped by heavy cash flow and 
by an appreciation of more 
than 10 per cent in the mein 
benchmark indices for the 
equity market. 

The Vanguard group of 
Pennsylvania, the current 
sales leader, attracted a record 
net $3.7bn into equity funds 
alone, and $6bn to all funds. 
Most of this came from retail 
investors, rather than pension 
plans. 

The company attempted to 
play down the numbers. 
According to Brian Mattes, 


Vanguard spokesman: “We are 
very worried. We really are 
trying to put a damper on 
these numbers because we fear 
it is just going to add to the 
engines on this stock-market 
bandwagon, and more people 
are going to want to jump on. 
The last thing you want to do 
is throw yourself on to a 


European mutual funds have 
also experienced a strong 
inflow of investments as the 
region’s bourses posted fresh 
records during the first quar- 
ter. 

The fond inflow has been 
marked in southern Europe 
where bond yields have fallen 
ahead of the convergence of 
interest rates under European 


economic and monetary union, 
encouraging a switch from 
bonds into equities. 

ha Spain, investment funds 
rose by Ptal,470bn (J117bn) in 
March to a total of 
Pta30,5GObn, up 43 per cent an 
the year, according to Inverco. 
Spain's association of invest- 
ment and pension funds. 

Italian mutual funds saw a 
net inflow of L38,735bn 
($5&45bn) in March, up 20 per 
cent from the previous month, 
with the net inflow into equity 
funds almost double the 
amount raised in February. 

According to J.P. Morgan 
Securities, net subscriptions to 
equity funds in the first quar- 
ter were 340 per cent higher 
than a year ago. 


Bankers tell customers 
pound is near to peak 


StadbiflRJM ike may dram? 

into . 




i-TOS 


By Shorn gaper to Landw 


The era of tbs rising pound is 
nearly over, several Invest- 
ment hnnina are telling their 
customers. 

Sterling has gained 27 per 
cent against a trade weighted 
basket of currencies since 
August 1996, hurting UK 
exporters, raising the risk of 
recession and embarrassing a 
government that has appeared 
powerless to restrain it 

But since the start of April 
the pound has weakened by 
seven pfennigs against the 
D-Mark to DM3.04. investment 
banks, including Goldman 
Sachs, J.P. Morgan and Pari- 
bas Capital Markets, say ster- 
ling is losing its two main sup- 
ports: rising UK interest rates 
and Britain’s status as a safe 
haven for those with doubts 


about European economic and 

mflriBtm y DUlOKL 

Banks are wary of predicting 
an imminent collapse of ster- 
ling, as many such forecasts 
have been proved wrong over 
the last 20 mnrrfhn 

However, there is a growing 
consensus that the pound's 
decline will be firmly 
entrenched by the end of 
spring. One banker said some 
of his larger speculative clients 
were sta r tin g to bet on a sharp 
sterling decline. 

UK base rates, now at 7.25 
par cant, are expected to rise 
by at most another 25 basis 
points before faffing later this 
year. They are the highest in 
the developed world and have 
attracted investors into gilts 
and other sterling-denomi- 
nated assets. 

The likelihood that rates 


may already have peaked 
increased last Thursday, when 
the Bank of England’s mone- 
tary policy committee left 
them on hold. In the money 
market, the June 1998 short 
sterling futures contract is still 
pricing in a better-than-evens 
chanra* of One mere inrmpgp 

Even a rate rise could punc- 
ture sterling, as the Bank 
could accompany an increase 
with a statement saying that 
rates were now on hold for the 
foreseeable future. 

Also threatening sterling is 
the German economic recov- 
ery, which is helping the 
D-Mark to rally under its own 
steam. 

Goldman Sachs, the US 
investment bank, said that “in 
view of rising European eco- 
nomic growth" the German 
currency would gain against 



gtorVm g and other currencies 
after May. The D-Mark has col- 
lapsed from DM2^0 against the 
pound in the last two years. 

Nick Parson a, currency 
strategist at Paribas Capital 
Markets In London, said UK 
economic growth might he the 
lowest in the European Union 


this year.The May announce- 
ment of countries due to join 
Emu next year will also 
remove one of the last main 
doubts over monetary union 
and could take more shine off 
the pound. 

CdM comfort for BoE, Page 6 


Otis cuts 2,000 jobs in wake of Asian crisis 


By Victoria Griffith in Boston 


Otis Elevator,, the world’s 
largest elevator company, is 
cutting 2JXX) jobs worldwide in 
response to the dramatic 
impact of the Asian crisis. • 
Slowing sales in the Far East 
have led to the restructuring 
at the Connecticut-based coite 
pany, a subsidiary of United 
Technologies. Otis said yester- 
day it had experienced 
double-digit declines In sales 
in a number of Asian coun- 
tries, including Malaysia, 


Indonesia and Japan. 

To boost efficiency, it 
slashed 900 jobs in the last few 
months of 1997 and planned to 
cut another 1,100 this year, 
mostly outside the US- It 
closed its Paris headquarters 
and was about to dose 13 of its 
19 engineering centres- 

The company said the 
restructuring would result in a 
charge to first quarter results. 
But this would he offset by 
money from a favourable set 
tlement of a contract dispute 
at another division of United 


Technologies. Another subsid- 
iary, Carrier Corporation, 
announced a first quarter 
charge earlier this year. 

Otis, which has followed a 
highly decentralised strategy, 
hoped better co-ordination of 
its global operations would 
offer economies of scale. More 
power would be concentrated 
at the group's Connecticut 


Two senior vice-president 
posts had been created in Con- 
necticut a head erf global prod- 
uct strategy and a head of 


global operations. Otis said it 
was looking for synergies that 
would allow it to cut costa. 
Including simultaneous world- 
wide product launches. 

“Our highest priority is to 
set a new direction for Otis - a 
direction that embraces global 
thinking, dedston-making and 
behaviour, unparalleled prod- 
uct quality and befog first to 
market with new and innova- 
tive products and services," 
said Stephen Page, the group's 
chief executive, who took over 
in January last year. 


Otis employs 68,000 people 
worldwide, 61,000 of them out- 
side the US. Its revenues to 
1996 were $5-6bn. The company 
said that even before the Asian 
crisis, falling profit margins 
and fiercer international com- 
petition were causing manage- 
ment to rethink strategy. 

"We have grown a lot in the 
last decade, but sometimes size 
gets in the way,” said Mark 
Gremato, a company spokes- 
man. “We are looking for ways 
to make it work to our advan- 
tage.” 


Tabacalera 
sale aimed 
at small 
investors 

By Tom Buns to Madrid 

Tabacalera, the Spanish 
tobacco producer and distribu- 
tor, yesterday launched a $2bn 
privatisation issue confident of 
strong demand from small sav- 
ers despite heavy competition 
from other major issuers. 

The sale of 524 per cent of 
Tabacalera. owned by Seppa. a 
finance ministry agency, will 
be completed on April 28 and 
is expected to raise some 
Pta342bn ($2_2bn) before costs. 

The disposal is heavily 
weighted towards the domestic 
market to take full advantage 
of the appetite for equity 
investments among Spanish 
savers. 

The general index of Mad- 
rid's Balsa has put on more 
than 40 per cent since the 
beginning of this year and ana- 
lysts believe that there is suffi- 
cient outstanding demand for 
equity investors to absorb the 
new offerings that are tapping 
the market 

The offer structure mirrors 
the successful Pta350bo Febru- 
ary market sale of Seppa’s 
r emaining 20 per cent stake in 
Argentaria, the banking group, 
as the government makes Hw 
most of buoyant market condi- 
tions. 

Tabacalera's sell off coin- 
cides with a one for eleven 
rights issue by Telefonica, the 
telecoms company, which is 
expected to raise Pta427bn and 
it precedes a record-breaking 
offer by Endesa, the power 
group, which will be folly pri- 
vatised in May/June. The End- 
esa issue is worth Ptal,366bn, 
twice the size of the last sale erf 
state-owned equity in the 
power group in October. 

Seppa expects the sale to 
increase the number of Taba- 
calera shareholders from 14,000 
to more than 300,000. To 
ensure extensive domestic dis- 
tribution of the stock, Argen- 
taria, Banco Bilbao Vizcaya 
and Banco Central Hispano, 
three of Spain’s top four com- 
mercial banks, will co-ordinate 
the offer with Merrill Lynch, 
the US bank. 

Small savers have been allo- 
cated 632 per cent erf the ini- 
tial offer; domestic and inter- 
national institutions have been 
allocated 9.2 per cent and 18.4 
per cent respectively; and 9.2 
per cent has been allocated to 
a sooDed “green shoe* over-al- 
lotment tranche. 

Domestic retail investors, 
which were allocated 60 per 
cent of the Argentaria sell-off, 
subscribed for 27 times the 
number of shares offered. 



PETEFLMART1N 


Final turns in the cycle 


Scarcely a week goes by 
without another giant 
financial services merger: 
Morgan Stanley/Dean Witter. 
SBC/UBS, Oticozp/Traveleis, 
NatLonsBank/BankAmerica, 
Banc One/First Chicago. Some 
days, indeed, the mergers 
come In twos, like London 
buses. Yesterday was one of ' 
those days. 

To the participants, the 
event is all-consuming. From 
an investor’s point of view, 
however, it now seems almost 
routine. A stock swap, a 
sharing ont of board positions, 

a new logo. A day or two’s 
comment and then oblivkaL 


One giant merger earnest to 
seem just like another. 

Despite their apparent 
similarities, however , these 
mergers differ significantly, as 
do the investment 
im plications . The SBC/UBS' 
merger Is founded on 
cost-catting, earned out with 
relentless efficiency largely by 
SBC. The need for cost cuts 


position of the big continental 
European banks: they, have . 
failed to establish themselves 
in the top ranks of the global 
investment banking league. At 
hwoe, their domestic 
profitability Js undes: threat - 
dt*UMy so in the ease of banks 
based in the euro area, where 
a new banking erais only 
eight months away. 

These forces mean there are 
certainly more European 
merges to ccane. Cutting costs 
in Europe is never easy. » 
there is some tqjaratianal risk 
in such deals. But tte strategic 
risk is low. Indeed, the biggest 
risks may be run by those 


banks that fail to find partners 
with which they can cany out 
cost cuts. 

Morgan Stanley’s merger 

with Dean Witter, Hke 
Travelers’ acquisition of 
Salomon Brothers and its 
mpieh more ambitious merger 
with Citicorp, falls into a 
different category. K is about 
cross-selling one partner’s 
services to the others’ 
customers - and vice versa. 
There is same oast-saving 
potential, particularly In 
computer systems. But there 
are also considerable costs in 
terms of complexity. Top 
managers wm have to handle 
a far more complicated 
business; front-line service 
staff wffi have to sen a richer 
mix of products. 

Both strategically ami 
operationally, these are 
extremely risky transactions. 
Their success depends in large 
part on tiansforming the way 
customers think about their 
financial relationships. And 
customers’ attitudes are less 

controllable than, say, 
headcount 

That leaves the third sort Of 
merger: between domestic 

Munmwtf bil hanto ; TIjpbp are 

most evident in the US, but are 
also seen inltaly, Germany, 
Australia and the UK. Here 
both strategic and operational 
risks are low. Legal and 
cultural barriers have until 
now prevented banks from 
operating at their most, 
efficient VTith the barriers 
removed, such mergers can 
take place 

The only risk, in the US at 
least, to that the creation of 

gfemt jrfflt fonal I ran Ira -way 


taking place just when branch 
banking is becoming obsolete. 
If customers are about to 
migrate to electronic 
relati onships with their banks, 
traditional banking will come 
under strain. But the newly 
merged US banks will face no 
greater challenge in adjusting 
than their wnaTIpr rivals. 
Arguably their strong brand 
nampg and capital spending 
will allow them to make the 
transition mare smoothly. 

There js one other 
significant aspect of these 
transactions as far as investors 
are concerned. Most of them 
are stock swaps or other 
all-paper transactions. That to 
scarcely surprising, given the 
risks and the scale of the 
transactions. However, it Is 

also a characteristic 

development In the later 
stages of a stockmarket cycle. 

So is the willingness of 
managers and investors to 
ignore the riskiness of some of 
these transactions. Investors 
have not merely posted up the 
shares of participants hut the . 
level of the overall market 
The joyous reaction to the 
CSticarpyTravelers merger, in 
particular, is enough to 
reawaken Alan Greenspan's 
fears erf “irrational 
exuberance”. 

The Citigroup deal may be 
the triumph its instigators 
promise. But it is hard to 
believe the sharp rise in the 
companies’ shares reflects a 
measured judgment of the 
balance of risk and reward. 
peter.martin@FT.com 
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FIM 220,000,000 (£ 24 , 400 , 000 ) 
Acquisition with Management 


Led, structured and arranged by 

NatWest Equity Partners 

Equity provided by 

NatWest Equity Partners 
Tapiola 


Senior debt and working capita! facilities underwritten by 

Skandinaviska Enskilda Banken 




NatWest Equity Partners 
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PATENT RIGHTS PRELIMINARY COURT RULING ISSUED OVER ALLEGED COERCION ON COMPUTER CHIPS 

Intel ‘may have violated anti-trust law’ 


By Louise Kdwe 
hi San Francisco 


A US court has issued a 
preliminary ruling finding 
“substantia] likelihood" that 
Intel, the world's largest 
chlpmaker and the dominant 
supplier of microprocessor 
chips, may have violated US 

anti-trust laws. 

The preliminary ruling, 
issued by a US Federal Court 
in Alabama, stems from a 
lawsuit filed in November by 
Intergraph, a manufacturer 


of computer workstations. 
Intergraph charged Intel 
with anti -competitive behav- 
iour. contract violations and 
patent infringement. 

In its complaint. Inter- 
graph alleged Intel was 
using its dominant market 
position to “coerce" the 
workstation manufacturer 
into giving up patent rights 
on certain chip des ign s. 

Intel was withholding 
information about new 
microprocessor products in 
an effort to force Intergraph 


to give up its patent lights, 
Intergraph alleged. 

Intel said it was disap- 
pointed by the preliminary 
ruling and planned to 
appeal. The case revolved 
around a dispute over Inter- 
graph's moves to collect 
patent royalties from other 
users of Intel microprocessor 
chips. Intel said. 

The court ordered Intel to 
make product samples and 
advanced information about 
new microprocessors avail- 
able to Intergraph. The chip- 


maker said it typically 
shared advanced product 
Information only with cus- 
tomers that agreed to put 
“substantial resources" into 
collaborative development 
efforts. 

In the preliminary ruling, 
the court said there was sub- 
stantial likelihood that Inter- 
graph would succeed in 
proving that Intel had acted 
“in restraint of trade" in vio- 
lation of US antitrust laws. 

“This ruling Is a vary piv- 
otal development' not only 


for Intergraph but for the 
entire computer industry," 
said Jim Meadlock, Inter- 
graph chief executive. “The 
oonrt is ffypdiwg an unmis- 
takably clear and far-reach- 
ing message to Intel that 
there's no place for coercive, 
monopolistic conduct In the 
computer Industry." 

The ruling comes at a time 
of heightened awareness of 
anti-trust issues in the com- 
puter industry, with the US 
Justice Department conduct- 
ing a broad anti-trust inves- 


tigation into Microsoft, 
Intel's software partner in 
the personal computer 
industry. The Microsoft 
investigation could lead to 
charges that the software 
company has abused its 
alleged monopoly in the per- 
sonal computer market 
Intergraph shares gained 
15 per cent on news of the 
ruling to trade at $6% in 
mid-session yesterday, up 
from Friday's dose of $7%. 
Intel was trading at $71*4, up 
from $73%. 


Takeover of Courtaulds could add gloss to Akzo Nobel 

Successful bid would make Netherlands-based group world leader in paint and help restructure fibres industry, writes Gordon Cramb 


C ees van Lede, chairman 
of Akzo Nobel, put it 
bluntly. "This company 
has not grown, but people do 
not like to say that Take out 
Nobel and [revenues have] 
been Fll6bn ($7.8bn) for a 
long tune." 

Revenues for the whole or 
the Netherlands-based 
group, including the contri- 
bution of Nobel, the Swedish 
chemicals producer acquired 
in 1993. reached F124.06bn 
last year. The 7 per cent 
annual rise depended 
slightly more on exchange 
rate shifts than Increased 
volumes, however, and sell- 
ing prices for its products 
weakened, eroding the bene- 
fit of productivity gains. 

After a year of divest- 
ments, net profits rose 23 per 
cent to FI 1.62bn. Presenting 
those results in late Febru- 
ary, Mr van Lede said that 
by contrast, this would be a 
year of acquisitions. Last 
week Akzo lent substance to 
that by saying it had made a 
£L8bn ($3bn) bid approach to 
Courtaulds of the UK, which 
was otherwise going to split 
itself up. 

Such a deal would help 
Akzo's aim to grow in coat- 
ings - taking it to top posi- 
tion in the world market for 
paint, where it has rivalled 
Britain's ICL rt would do 
little for Akzo's plans in 
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AKZO NOBEL 


pharmaceuticals, the other 
sector it targets for expan- 
sion. But it would offer a 
possible resolution of the 
problems in both companies' 
fibres operations. 

Mr van Lede says Akzo 
wants to participate in a 
restructuring In the fibres 
industry. He describes it as a 
“lousy business". 

While at his most passion- 
ate defending the efforts of 
management in that division 
to Improve performance, he 
put a stop to what had been 
a persistent flow of cash 


from Akzo's lucrative phar- 
maceuticals operations to 
the fibres side. Managers 
there are now responsible 
for funding their capital 
needs from a return on sales 
which reached only 2.6 per 
cent last year, compared 
with a target of 7-lb per cent 
To reduce costs, viscose 
operations are being trans- 
ferred from the Netherlands 
and Germany to Poland. And 
Its world-leading activities in 
industrial fibres, used for 
conveyor belts and car seat 
belts, are due to be put into 


a Joint venture with Saband 
of Turkey next month. 

A takeover of Courtaulds 
would increase its exposure 
to fibres, the last thing Akzo 
wants, rt said last week that 
it would therefore “investi- 
gate the most appropriate 
means of spinning off the 
combined fibres business, 
•inclorifng demerger". 

Analysts can see no likely 
trade buyer for such an oper- 
ation, so the business would 
need to be floated. Spin-offs 
to shareholders are to 
become more tax-efficient 


under changes to Dutch law. 

On the Amsterdam stock 
exchange, Akzo shares 
aided the week lower as the 
magnitude of the task sank 
In. Following an initial 3.5 
per cent gain, they closed 
last Thursday at FI 411, 
standing FI 2.10 below the 
level they were at when the 
gr o u p confirmed its interest 
in Courtaulds. 

Standard & Poor’s, the rat- 
ing agency, said that from a 
business perspective the pro- 
posed deal was positive. It 
added: “This would, how- 
ever, in the short term be 
mare than compensated by 
the negative implications on 
the group's financial pos- 
ture, as a debt-financed cash 
offer in excess of £1.5bn 
more than doubles the 
group's net debt" S&P put 
Akzo's A-l credit rating 
under review for a down- 
grade. 

Akzo has a current market 
value of some F129-31bn. On 
a FI21.46bn December bal- 
ance sheet total which Mr 
van Lede says “looks excel- 
lent", long-term debt is only 
F12.02bn against sharehold- 
ers' funds ofFl&Mbn. 

Its trading picture will be 
refreshed next week when 
the company produces first- 
quarter results and holds its 
annual meeting. Questions 
about the Courtaulds pro- 


posal will seek to push Akzo 
beyond its 12-line statement 
of last week. This spoke of 
talks which “may or may 
not lead to a cash offer" of 
450p a share. 

Akzo shares have under- 
performed the Dutch market 
for more than two years. 
Most analysts see potential 
for better valuation of a com- 
pany which has proved the 
least cyclical In the Euro- 
pean chemicals industry. 
Salomon Smith Barney 
describes its drugs division 
as having the best margins 
and growth history of any of 
its peers. 

R ecent expansion in 
pharmaceuticals has in 
significant measure 
been generated internally. 
“Organic growth is the best 
growth there is," says Mr 
van Lede. But across the 
group, he implies, there is 
not enoug h. 

Takeovers will not see it 
stray beyond its current 
business groups, he says. 
“We are trying to simplify 
our structur e if anything." 
In coatings it had been 
looking at Asia and eastern 
Europe. “There are a lot of 
companies out there ... in 
which we are Interested.” 

But the Courtaulds oppor- 
tunity suddenly turned Akzo 
in that direction. 


PolyGram considers 
Latin America move 



Mfctael Kuhn: Latin America a logical move r<wfUnpMv 


GM to relocate 
international 
HQ in Detroit 


Former 
Club Med 
chief plans 
venture 

By Andrew Jack in Paris 


The former chairman of 
Club Mediterranee, the 
French leisure group, is 
planning to launch a new 
holiday village company tar- 
geted at older clients seeking 
greater freedom. 

Serge Trigano. the son of 
the joint founder of Club 
Med, is in discussions with 
investors about creating a 
company that would manage 
holiday resorts, with sales 
and marketing conducted by 
telephone from Paris. 

His action comes just aver 
a year after he was evicted 
as head of Club Med in a 
shareholder revolt by lead- 
ing Investors, who replaced 
him with Philippe Bourguig- 
non. the former head of the 
Euro Disney leisure park 
based outside Parts. 

Mr Trigano has main- 
tained strong contacts in the 
leisure industry, and 
believes that bis name - 
associated with both Club 
Med and other holiday 
activities including camping 
- will provide a strong 
pull, especially for French 
clients. 

He plans to offer manage- 
ment contracts to hotels 
which would offer an “A la 
carte" service of activities 
for clients aged over 40. He 
intends to begin advertising 
in the summer, with the 
first holidays offered next 
Christmas. 

Mr Trigano - like Mr 
Bourguignon since - has 
long defended the pioneering 
Club Med approach, by 
which clients pay for an all- 
inclusive holiday package 
with no additional charges 
based on the services they 
use. the activities In which 
they participate, and the 
type or quantity of food they 
eat. 

However, be believes that 
there Is a gap in the market 
for packages which offer 
fewer “compulsory” evening 
activities than Club Med, 
and cater for more flexible 
holiday periods from 
upwards of two to three 
days. 

His approach would also 
allow the development of a 
company - likely to be 
called Trigano Resorts - 
with relatively little capital, 
although he is holding talks 
with a number of North Afri- 
can investors who have 
expressed interest in the 
venture. 


By Alice Ramthom 

PolyGram, the Dutch enter- 
tainment group, is consider- 
ing plans to extend its film 
distribution interests into 
Latin America by establish- 
ing operations in Argentina, 
Brazil and Mexico. 

Michael Kuhn, president of 
PolyGram’s filmed entertain- 
ment division, described 
Latin America as a logical 
addition to the group's exist- 
ing network of film distribu- 
tors. “We’re just about to 
take the decision to go into 
it,” he said. 

PolyGram, already one of 
the world’s largest record 
companies with acts such as 
U2, Pulp, Hanson and All 
Saints' among its artists, has 
invested $i.2bn in its film 
interests since 1991 in an 
attempt to rival the Holly- 
wood studios. 

Retaining control over the 
distribution and marketing 
of its films, which include 
Trainspotting and Bean, has 
been an important element 
of its investment strategy. 

PolyGram. a subsidiary of 
Philips, the Dutch consumer 
electronics concern, has 
now established film distri- 
bution operations in larger 
European markets, most 
recently in Italy. It also 
has distribution arms 


By Jam Martinson, 

Investm e nt Correspondent 

Trustees of one of the largest 
pension funds In the UK will 
meet later this month for the 
last time before the scheme 
breaks up. 

The meeting of electricity 
pension scheme trustees is 
set to give final approval for 
a separation which has been 
eagerly awaited by the fund 
management industry for 
almost two years. 

Contestants in a fund 
management “beauty 
contest" hope to win even a 
fraction of the prize of 
almost £l6bn ($27tm) of 
funds to manage. 

Yet the size and 
complexity of the 
competition mean it is likely 
to be several months more 
before the outcome is 
known. 

The contest started when 
Foreign St Colonial, which is 


in Australia and the US. 

Mr Kuhn recently com- 
pleted a tour of Latin Amer- 
ica to assess the feasibility of 
tion there. He plans to estab- 
lish operations in Argentina, 
Brazil and Mexico to coordi- 
nate film distribution in 
neighbouring countries. 

PolyGram will look for 
local joint venture partners 
to handle cinema distribu- 
tion in the three countries, 
and appoint salesforces to 


controlled by Germany's 
Hypo-Bank, bought ESN 
Pension Management Group, 
the electricity industry 
pension scheme, for £53m 
almost two years ago. 

The scheme combined the 
pension funds of the 21 
companies which had 
formed the nationalised 
electricity industry, 
including the generators and 
regional electricity supply 
companies. 

The F&C deal involved a 
contract to manage the 
scheme's assets, with the 
understanding that from this 
April each member company 
would be able to take the 
management of its share 
elsewhere if it chose to do 
so. 

The extremely complicated 
mechanism also demanded 
permission from the central 
trustee body of the scheme. 

Complexity is only a small 
part of the reason for the 


look after the video rental 

sector. 

Distributing videos to 
retail outlets will be handled 
by Its record companies in 
the region. Mr Kuhn hopes 
the I .a tin American venture 
will come on stream by the 
end oF next year. 

Mr Kuhn is also keen to 
extend PolyGram’s film pro- 
duction interests in Europe 
by financing German-lan- 
guage productions. 


scheme's secrecy. The 
outcome could have a big 
impact on the UK equity 
market, as new managers 
reshape the holdings. 

Nigel Marecroft, director 
of pensions at F&C, said the 
uncertainties were under- 
standable. 

“This is a fairly byzantine 
structure and it’s also 
market-sensitive. " be said. 

Even F&C claimed not to 
know when trustees of the 
central body were meeting 
last week to complete legal 
requirements allowing 
segregation to take place. 

Oue scheme insider said 
Wednesday's meeting offered 
the last chance to “clear the 
decks" before the final 
meeting in the next two 
weeks. 

Few industry observers 
are expecting a big bang to 
result from the next 
meeting- Instead, it is 
expected to launch a today 


By WBRam m In Zorich 

General Motors, the world’s 
biggest car company, is shift- 
ing its international head- 
quarters from Zurich back to 
the US in a bid to tighten 
control of its rapid interna- 
tional expansion and end a 
bitter power struggle inside 
its European operations. 

Lou Hughes, 49, president 
of General Motors Interna- 
tional Operations, and about 
30 other senior executives 
and managers, are being 
transferred from Zurich to 
GM’s new global headquar- 
ters at the Renaissance cen- 
tre in Detroit, Michigan, in 
September. European 
operations will continue to 
be supervised from Zurich. 

GM transferred its interna- 
tional headquarters from 
Detroit to Zurich In 1994 
after Mr Hughes succeeded 
Jack Smith, GM’s current 
chairman and chief execu- 
tive, as head of international 
Operations. 

Mr Hughes was already in 
Switzerland, and Zurich was 
upgraded to be GM’s interna- 
tional headquarters because 
I it was midway between 
I south-east Asia and North 


period during which 
individual sdiemes will have 
to notify interested parties 
that they have decided to 
replace F&C 

Few people know how 
much business F&C will 
lose. The company has 
performed well since taking 
over the electricity busi- 
ness, and in the 15 months 
to the end of December its 
overall performance was 
1 percentage point above the 
industry average, following 
a creditable performance in 
1996. 

At the same time its 
largest competitors have 
suffered performance 
problems. 

“i think it’s fair to say that 
the major managers in town 
are not in a great position to 
take business away from 
F&C.” said one .leading 
consultant last week. 

Mast Industry consultants 
expect F&C to continue 


American time zones. How- 
ever, Mr Smith said an accel- 
eration in the globalisation 
of GM*s business required a 
“closer interaction” of Git's 
top executives. 

“Having Lou and members 
of his team based in Detroit 
win enable us to work even 
more effectively with one 
another.” he said. 

Mr Hughes, sometimes 
tipped as a successor to Mr 
Smith, has overseen GM’s 
growing operations in Asia 
and South America, as well 
as Europe. But he has 
clashed with managers and 
union representatives at 
Adam Opel, GM Europe’s 
biggest subsidiary, where he 
used to be chairman. 

Under Mr Hughes, ©pel's 
German technical develop- 
ment centre has spearheaded 
GM’s new international 
vehicle and manufa cturin g 
projects. 

Opel engineers have been 
sent to build new GM facto- 
ries in countries as far afield 
as Poland, Argentina. China 

and Thailan d. 

However, profits of GM 
Europe have fallen sharply 
and Opel has lost market 
share to Volkswagen. 


holding sway over between 
60 per cent and 75 per cent of 
the assets. At least £4bn of 
assets is likely to be placed 
undo: new managers. 

Several transition 
managers have been hired to 
ensure that the costs and 
risks of such a huge 
manoeuvre are kept low. 

These managers are likely 
to try to keep costs down by- 
doing as much trading 
within the schemes as 
possible. This means that if 
one newly appointed fund 
manager wants to sen shares 
which another wants to buy, 
the deal will be done 
directly. 

Secrecy is of the utmost 
importance in a scheme of 
this type. 

As one transition manager 
put it “If I had anything to 
do with this, I would keep as 
many people guessing as 
possible until it was all 
finished." 


FUND MANAGEMENT COMPETITION INTENSIFIES AS DENATIONALISED COMPANIES CONSIDER REPLACING F&C 




Electricity pensions head for split 



FOOD 

McDonald’s affirms 
commitment to Asia 


McDonald’s, the US fast food comparry. ^ « was 
experiencing "some short-term negative m ttwAsfa- 
poMijr renion because of economic downturns in sevens 

but said it was “in this for the feng- 

h Jlm CantaJupo, chief executive 

acknowledged that restaurant openings had ^*^*J**? 
In some countries, but reaffirmed the Mrnp^oOTmitment 
to the region, saying the group planned to invest about 
$1.5bn there over the next three years. 

McDonald's was putting itseif In a p^horj to ndeoutthe 

storm", Mr Cantalupo said. ‘We've found when *> 
many of our competitors cannot afford the cost and abandon 
'ship, and we emerge with a stronger market position. 
McDonald's has 4,500 outlets In 17 countries in the Aaa- 


OIL AND GAS 


AgipPetroli eyes China 

AgipPetrdl, a subsidiary of the Italian oil and gas company 
Affip. is set to take a significant equity stake In a $i.6bn proj- 
ect to build an ofl refinery In southern China. 

The deal, which Chinese officiate said is due to be signed 
this week, represents an Important step in the opening of Chi- 
na's refinery business, which has remained largely off limits to 
foreign companies. It also provides further evidence of Bei- 
jing's Increased willingness to approve large foreign projects 
to prevent investment Inflows from slowing, bankers said. 

The exact size of AgipPetrofi's planned equity stake in the 
refinery was not divulged. It rs to be built in Ungao County on 
the southern Island of Hainan and have a processing capacity 
of 120,000 barrels a day. 

There is a possibility that AgipPetroli may be allowed to 
participate in a petrol station business, added the officials, 
who declined to be identified. James Kynge, Beijing 


SEMICONDUCTORS 

TSMC doubles revenues 

Taiwan Semiconductor Manufacturing, the world's biggest 
foundry chlpmaker. shrugged off uncertainties In the chip 
Industry to more than double first-quarter revenues. 

The company, which special Isas In custom-made chips, _ 
said its January-March sales jumped 106.9 per cent from the 
same period in 1997 to T$15.74bn (USS477m). The company 
attributed the strong performance to increased production 
capacity, a nearly folly-booked production schedule and an 
exceptionally high yield of usable wafers. In March alone, 
sales rose to T$5bn from T$2.8bn In March 1997. The figures 
are unaudited. The company did not provide a profits figure. 
Analysts said the result was in line with expectations. 

Laura Tyson, Taipei 


MEDIA 

Australis seeks protection 

Australis Mecfia, the embattled Australian pay=TV operator, - 
has sought court protection from creditors as part of a settle- 
ment with US bondholders owed US$44 5m by the group. 
Australis Holdings, a wholly-owned subsidiary, on Thursday 
filed a Chapter 11 petition in a US court to give rt time to 
restructure its debts and secure new capital. Under a plan - 
being negotiated with creditors and shareholders, the com- 
pany will convert some of Its debt into equity and secure 
US$1 00m of new capital. Mark Mulligan, Sydney 


METALS 


Eramet advances 27.5% 

Eramet of France, the world's biggest producer of terra nickel 
and high-speed steels and the third largest manganese group, 
reported a 275 per cent rise In 1B97 net income to FFr389m 
($63.8m) helped by the strength of the dollar against the franc 
and Improved performances In all divisions, 

Yves Ram baud, chairman, said the Aslan crisis had not 
affected deliveries for the first half. While Eramet would be 
adversely affected by the present tow nickel price, It would 
benefit from the strong dollar and good performances from its 
high-speed steels and manganese operations. 

He said that none of the world's nickel producers was prof- 
itable at present nickel prices but “whatever happens to the 
nickel price, Eramet will remain profitable In the first haff." 

Eramet, which was floated by the French government in 
1994, is increasing Its dividend payment by 13.6 per cent to 
FFr7.50. Earnings per share ware up by 25.8 per cent to 
FFr25.04. Operating cash flow Improved by 42.3 per cent to 
FFr91 9m and net cash at the year-end was FFr442m against 
FFti99m. Kenneth Qoocflng, Mining Correspondent 


FINLAND 

IPO for energy merger 

An initial public offering of shares in the proposed merger 
between Finland's state-owned power group Imatran Voima 
(IVO) and the Neste Oy integrated oil company could take 
place this year, according to officiate in Heteinkj. This week 
IVO-Naste wHl formally notify the European Commission of the 
impending tie-up, which will create one of Finland's largest 
industrial concerns. iVO-Neste hopes to have a decision from 
Brassefe by May or June. Robert Corzine 


RUSSIA 

Gazprom aims to raise $200m 


least S200m. 


^**t*‘“" i-uamou), ra Ud 

made directly to Gazprombank, a wholly-owned subski ia 
Gazprom. The core bank group has underwritten Sl65m 
the loan. 


Gazprom is paying 400 baste 
ther 25 basis points of fees for 
S5m. Simon Davies 


points over Ubor, with a fur- 
banks that take more than 


CHARTERHOUSE 

Chairman to step down 


house, the merchant bank, te to step down on June 30 now 
toi credit Commercial de France has acquired control of ttw 

bank by buying a 50 per cent stake from BhF-Bank of Ger- 
many. Mr Hepher, who |oined Charterhouse from British Tele- 
communications two years ago, is expected to receive com- 
pensation of about Clm ($i.67m). He wtii be replaced by 
David Paris*, chairman and chief executive of the bank's 
stockbroking arm. Vincent Boland 
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We don’t invest in foreign countries. With in-depth resources 
in every corner of the world, no country is foreign to us. 
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As never before, successful asset management 
requires global reach and local knowledge.- 

Indeed, in today’s markets, global and 
local are Inseparable. Global management 
necessitates on-the-g round knowledge of local 
opportunities. Local investment requires an 
intensive understanding of global economic and 
market trends. Both must be delivered through 
a single, disciplined investment process. 

At . Dresdner RCM Globai Investors, our 
extensive global infrastructure of investment 
client service and operations professionals 
is strategically positioned In every, corner 


processes and innovative resources-such as 
our global Grassroots™ research network of 
over 37,000 industry contacts- we’re able 
to respond to the needs of some of 
the world’s most discerning clients. The 
focus? Superior performance and customised, 
value-added solutions. 

With our strong culture and heritage, 
Dcesdner RCM Global Investors stands at 
the forefront of global investment in countries 
all around the world. After all, they’re countries 
we call home. „ 

Dresdner RCM Global Investors. 


of the world. With our rigorous investment Worldwide. Worfdwise. 


JJresdner RCM Global Investors 
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COMPANIES & FINA NCE 

BANKING MERGERS INDUSTRY STILL FRAGMENTED DESPITE THE LATEST MEGA-DEALS 


US bank consolidation gathers pace 


By Tracy Corrigaa and 
Jain Aattas In Km York 


Yesterday's two giant 
mergers in the US hanking 
Indus try mark a significant 
consolidation of already 
strong forces in the US retail 
banking market. 

The union of BankAiner- 

ica, fifth largest US bank by 
assets with its strong West 
Coast franchise, and 
NationsBank, third largest 
nnri with a powerful position 
in the south-eastern US, cre- 
ates the largest and arguably 
most broadly based bank In 
a still fragmented Industry. 
Its share of the consumer 
deposit market, at 8.1 per 
cent, will be more than dou- 
ble its nearest competitor. 

Rnnr- One’s amalgamation 
with First Chicago NBD will 
create the country's second 
largest credit card Issuer, 
after Citicorp, and will be 
the dominant bank in the 
mid-west - one of the few 
areas of the country not 
heavily covered by the new 
BankAmerica. The banks 
ranked seventh and eighth 
by deposits before the deal. 

Both deals had been 
widely predicted. Hugh 
McCoU, NationsBank's 
highly acquisitive chief exec- 
utive. approached Bank- 
America about a potential 
deal in 1995, and has never 
htririffn his desire to build a 
presence in California, say- 
ing it is the “one foreign 
country which interests me". 


Top 10 US banks 

Total assets 



m«n Richard Lehmann, cur- 
rently president and chief 
operating officer- of Banc 
One, and David Vitale, cur- 
rently vice chairman of First 
Chicago, be vice chair- 
men. 

Analysts said the fit 
between the two companies 
made sense both in terms of 


Merrill and 
DLJ rocket 
on mergers 




fuinti | 


By Richard Tomkins 
in New York 


FfedRoancai 


Sanec at ftorfa « « »■* ■ 


The h ank will now be the 
largest bank in the four fast- 
est growing states by popula- 
tion - California, Florida, 
Georgia and Texas. 

David Coulter, president of 
the new BankAmerica, said 
yesterday that the combina- 
tion realised the dream of 
BankAmerlca’s founder. AP 
Gtannini to "become Amer- 
ica's bank. In AP’s day. the 
dream was branches. Now 
customers have access to 
branches. ATMs, telephones, 
PCs and soon, television con- 
nections". 

The new company will ini- 
tially be run by Mr McCoU. 
who is 62. But BankAmer- 
lea's Mr Coalter, who is 50, 
is due to take over the reins. 

The banks announced four 
other senior executive 
appointments. James fiance 


VarnoeiMtfaavflDwiw 


of NationsBank will be vice- 
chairman and chief financial 
officer. Kenneth Lewis of 
NationsBank will be presi- 
dent of global retail banking. 
Michael Marry of Bank- 
America will be president of 
global wholesale banking 
and Michael O'Neill of Bank- 
America will be president of 
financial services and will be 
in charge of the transition. 

The new 20-strong board of 
directors will be made up of 
11 from NationsBank includ- 
ing Mr McCoU and nine from 
BankAmerica including Mr 
Coulter. 

Analysts suggested this 
meant NationsBank's cul- 
ture would prove dominant 
in the new merged company, 
even though it is to take the 
BankAmerica n»nn>_ This is 
indicated by the choice of Mr 


Shake on It Hugh McCoB, (eft, and David CouBar 


Lewis rather than Eugene 
Lockhart, head-hunted last 
year from his job as chief 
executive of MasterCard 
International, to run Bank-* 
America's retail division. 

The parties also said they 
intended to use Nations- 
Bank's “model banking’* 
platform, which uses a com- 
mon da taba se to co-ordinate 
sales across all delivery 
rhannpis and product lines, 
as the basis for tbe reorgani- 
sation. 

Each BankAmerica share- 
holder will receive 1.1316 
shares of the new Bank 
America per existing share. 
NationsBank shareholders 
will receive existing shares, 
which will automatically 
become shares in the new 
company. No premium is 
being paid. Retail operations 


will be run from Nations- 
Bank's current headquarters 
in Charlotte, North Carolina, 
while the wholesale bank 
will be in BankAmerica's 
San Francisco headquarters. 
This is In line with the cur- 
rent strengths of the two 
banks. 

Banc One and First Chica- 
go’s merger will create tbe 
largest lender to small busi- 
ness, with 425,000 customers, 
as well as the second largest 
credit card Issuer, with 56m 
customers. Only last year. 
Banc One paid $7.2bn to 
acquire First USA, one of the 
largest specialist credit card 
hanks in the US. 

Tbe bank, which will be 
called Banc One, will be run 
by John McCoy as president 
and chief executive officer 
and Verne [stock as chair- 


First Chicago is predomi- 
nantly a corporate and 
wholesale bank, although it 
has large retail operations Is 
Chicago ft™* Detroit, while 
Rape One has concentrated 
on building a consumer 
retail network. - 

Shareholders of First Chi- 
cago NBD will receive 1.62 
shares of Banc One common 
stock for each share of First 
Chicago NBD. Current Banc 
One shareholders will own 
about 60 per cent of the new 
fnmpany and First Chicago 
shareholders about 40 per 
cent. 

First Chicago, the product 
of a defensive merger three 
years with National Bank of 
Detroit, had been expected 
to sell before long. It was 
keen to maintain its base in 
Chicago. 

Banc One has made a 
series of acquisitions, and 
also has operations in a 
range of western and 
southern states, including 
Utah, Arizona, Colorado, 
Texas and Louisiana. Its 
headquarters will now be 
moved from Columbus, in 
Ohio, to Chicago. 


The merger frenzy gripping 
corporate America helped 
drive up first-quarter profits 
to record levels at Merrill 
Lynch and Donaldson. Luf- 
kin & Jenrette. two big Wall 
Street securities firms- 

Merrill Lynch yesterday 
reported an 11 PCf 6601 
increase in net e ar nin g s to 
$5l8m, or $1.30 a share 
diluted, and DU repeated a 

55 per cent increase in net 
earnings to 5134m, or $2 a 
share diluted. 

Both figures were well 
ahead of expectations. Ana- 
lysts had been forecasting 
earning s per share of $1.14 
for Merrill Lynch and $1.49 
for DU. 

Merrill Lynch, which co- 
advised NationsBank and 
Ra™- One in yesterday’s big 
hanking mergers, ranked 
niwnhwr <me for the first time 
in announced and completed 
global mergers and acquisi- 
tions in the first quarter, 
according to Securities Data. 

Merrill Lynch’s invest- 
ment banking revenues rose 
32 per w»nf to 5801m as a 
result of near-record under- 
writing revenues and strate- 
gic services fees - the latter, 
it said, benefiting from 
strong M&A activity. The 


firm declined to comment on 
continuing speculation that 
it might itself seek a merger 
partner. But' the question 
seems likely to arise at the 
annual meeting today.. 

Merrill Lynch's net rove* 
nues - total revenues minus 
interest expense - rose by 20 
per cent to $4.6bn. with 
records achieved in commit 
sions, principal transactions, 
and asset management and 
portfolio service fees. 

The firm maintained Its 
position as the leading 
underwriter of total US debt 
and equity. Its market shore 
of completed US deals was 
39.3 per cent 

Strong financial markets 
helped DLJ set records for 
commissions, underwriting 
revenues and fee income in 
the first quarter, and net 
revenues rose 47 per cent to 
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EMERGING MARKETS FOREIGN INVESTORS HAVE SAT ON THE SIDELINES WATCHING DOMESTIC MARKETS SURGE 


China - a tale of two stock markets 


By Janes Karting in Sbangbai 

Most thing s in f!hina take 
time. Whether you are buy- 
ing a railway ticket or 
restructuring a rusty state- 
owned enterprise, you have 
to be prepared for a long and 
often frustrating wait 

These days, the stock mar- 
kets too are testing the 
patience of foreigners. 

The shares for interna- 
tional buyers that are listed 
in Shanghai and Shanahan 
have huge upside potential, 
but prices stubbornly refuse 
to rally. Instead, stocks are 
languishing and lacklustre 
news seeps daily from corpo- 
rate China - thereby derail- 
ing new issues, deterring 
bargain-hunters drawn by 
the relatively low price/earn- 
ings ratios and spreading 
disillusion among those 
trusting investors who 
bought on the promise of 
China's economic transition. 

In the past year, China has 
been a tale of two stock mar- 


kets. The stocks reserved for 
mainland Chinese investors 

- known as A shares - have 
soared. The A share index in 
S hanghai dosed Up 32 per 
cent for the year and has 
been rising since. 

The markets for foreign- 
ers, though, slid. The index 
for B shares - the stocks 
denominated in foreign cur- 
rency and, in theory any- 
way. ring-fenced for interna- 
tional buyers - dosed down 
16 per cent in Shanghai and 
down 32 per cent in Shen- 
zhen in 1997. They have not 
recovered since. 

In the first quarter of 1998. 
Asia's troubles - and a few 
homegrown economic prob- 
lems, such as oversupply, 
weak demand and deflation 

- have started catching up 
with the Chinese economy 
and tripping up some of Chi- 
na's listed companies. 

Last week. Shanghai 
China International Travel 
Service reported a dent in 
1997 profits as the Japanese, 


who used to account for half 
the holidaymakers in Chi- 
na’s largest dty. cancelled 
bookings in response to eco- 
nomic problems at home. 

Some heavy industries 
have been even harder hit 
Jilin C hemical, for example, 
last week reported annual 
profits down 68 per cent 

The economy as a whole 
has lost same of the spring 
in its step. Growth slowed to 
7.5 per cent in the first quar- 
ter of this year, leavin g the 
country an uphill task to 
achieve the targeted 8 per 
cent increase in gross 
domestic product for 1996. 

In Shanghai, which has 
shown growth of nearly 14 
per cent a year for the past 
five years, the economy grew 
at a modest 8 per cent in the 
first three months of this 
year. 

Asia’s economic troubles 
have had a direct, if slow- 
burning, impact on the for- 
eign currency stock markets. 
Liquidity, which has always 


been a problem on toddler 
bourses, has ebbed further. 

The prospect of a merger 
with the boisterous A share 
markets, which promised to 
invigorate the discounted, 
dullard B share equivalents, 
has become a distant pros- 
pect as the turmoil on Asia's 
liberalised capital markets 
has prompted Ghina to put 
full currency convertibility 
on the back burner. 

Confidence, too, has sunk. 
In the past month, two new 
B share issues have been 
pulled: First, Hainan Sun- 
diro, a motorcycle maker, 
suspended its IPO plans and 
then Shanghai Consolidated, 
a window company for some 
of the city’s electronic joint 
ventures, postponed its 
$120m listing. 

With so much stacked 
against the markets then, 
investors might be tempted 
to withdraw. But it is not 
that easy. Many investors 
who hold China B shares 
would only lode in losses if 


they sold now. They might 
also miss out on a sadden 
spike in prices, if a surge in 
Hong Kong’s markets 
occurred and infected the 
mainlan d bourses With a 
little positive sentiment. 

With Shanghai's B share 
mar ket index rinsing at 5446 
yesterday, many analysts 
see a limi ted downside - 
they dte a psychological 
floor to the market index in 
the mid-4Qs range and note 
that p/es averaging 12 and 9 
on Shanghai and Shenzhen 
B shares respectively sug- 
gest share prices have roam 
to grow. 

• And, the • government 
wants them to. Tbe Chinese 
authorities have been 
looking into ways to reinvig- 
orate the hmp B share mar- 
kets, mulling over ways to 
legitimise limited mainland 
participation. Investors hope 
that might be enough to 
spark what they would see 
as a long-awaited and long 
overdue rally. 


FT GUIDE TO WORLD CURRENCIES 
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UCB to woo 
new investors 
with share split 


By Mat BKfttay to Brands 
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UCB, the Belgian drugs 
group which manufactures 
the best-selling hay fever 
drag Zyrtec, is planning a 
100-for-one share split to 
make its shares more 
attractive to small investors. 

Scheduled for January 1 
next year, the new shares 
are to be quoted in euros - 

making the mo ve one of the 

first eorodenominated share 
Issues. 

Lack of liquidity has 
helped push UCB shares up 
to a closing price on the 
Brussels bourse last Thurs- 
day of BFT155.500. Georges 
Jacobs, chairman, said the 
split, as well as making the 
shares more easily tradeable, 
would return them to the 
price they were 15 years 
ago. 

The announcement came 
as UCB revealed a 9.4 per 
cent increase in net profits 
from BFrSA4bn to BFr6-39bn 
($l70m). 

At the pre-tax level, and 
before exceptional gains - 
which declined slightly in 
1997 - UCB confirmed pre- 
liminary unaudited figures 
issued in February, which 
showed profits jumped from 
BF*5.62bn to BFr7.50bn. 
Turnover increased from 


BFr5082hn to BFrSOSSbn. 

The improvement was 
partly driven by the continu- 
ing success of Zyrtec, which 
had sales of $2S7m in its first 
fall year in the US, gaining a 
17 per cent market share, 
and is forecast to reach at 
least $350m this year. 

Mr Jacobs said he expec- 
ted the drug to be registered 
in Japan, where it has been 
licensed to - Sumitomo Phar- 
maceutical and Dailchi Phar- 
maceutical, by late summer. 

Sales of Zyrtec also contin- 
ued to grow in Europe, 
where it has gained more 
than 25 per cent of the mar- 
ket, with up to 50 per cent in 
certain -markets such as 
France. 

Mr Jacobs said pharma- 
ceuticals sales had per- 
formed well in 1998, with 
little Impact from the Asian 
financial crisis. 

Growth was also strong in 
its other core sectors, chemi- 
cals and films - the latter 
boosted by February’s acqui- 
sition of the polypropylene 
films activities of Id 

UCB said it was discontin- 
uing its practice of pasting 
an interim dividend just 
before Christmas, but is pro- 
posing a net total dividend 
of BFrS50 this year - up 
from BFr'750 last year. 


Maine to fill 
vacancy at IBM 


International Business 
Machines said yesterday it 
had named Douglas Maine, 
currently chief financial offi- 
ce: at MCI Communications 
Carp, as its new chief finan- 
cial officer, ending a 
10-month search to fill the 
vacant post, Reuters reports 
from New York. 

Mr Maine succeeds Rich- 
ard Thoman at IBM. Mr 
Thnman left in June 1997 to 
join Xerox, where be is presi- 
dent and chief operating offi- 
cer. With the new assign- 
ment, Mr Maine. 49, aids a 
20-year career at MCL He 
will assume his IBM post on 
May L 

U&tB Mr Maine takes over. 
IBM general counsel Law- 
rence Rioriardi will continue 
as acting chief financial offi- 
cer, a role be has held since 


Mr Thoman’s departure. 

Analysts said IBM’s long 
search for a chief financ ial 
officer suggests Mr Maine is 
slated to enter a small group 
of advisers close to IBM 
chairman and chief execu- 
tive Louis Gerstuer. 

“Certainly, there were 
many successful financial 
people within IBM who 
could have handled the num- 
bers part of the Job." said 

Sam Albert, a consultant, 
analyst and former long-time 
IBM employee. “I think Lou 
Gerstner was looking for 
another person to add to his 
inner circle.” 

Mr Maine’s departure from 
MCI was no surprise. He had 
not yet bean named for a 
position within the new com- 
panyto be created by MCTs 
merge- with WorldCom. 


a record $l.lbn. 

Fee income from DLJ’s 
role os an adviser In bids 

? .-rsifS 

ml 

and deals rose by 75 per cent 
to a record $255m. The firm 

.. o ■ 

ranked seventh in the Secu- 
rities Data listings of US and 


international mergers 
announced. 


Another Wall Street firm. 
PaineWebber, also 

vrrv w* 

announced record profits 
yesterday, with a 20 per cent 
increase in net earnings to 

f.-:f i *iti 

or 77 cents per share. 
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F leming s, the UK bank, has 
acquired a majority stake in 
a Moscow brokerage, becom- 
ing the first western broke: 
to expand substantially in 
Russia since last year's 
financial turmoil. 

The bank has bought 60 
per cent of UCB Capital, 
Russia's fifth largest stock- 
broker in terms of trading 
volume, which was put up 
for sale last year by the 
London-based investment 
bank, MC-BBL, its majority 
shareholder. 

The purchase, believed to 
be valued at about $10m, will 
increase Fleming's presence 
in Russia, where It already 
has securities and invest- 
ment banking operations. 

It follows an announce- 
ment at the end of last 
year that it would form 
a domestic asset manage- 
ment joint venture with- 
Guta, the Moscow-based 
commercial bank. 

The move also comes as 
Flemings has been looking 
to expand its emerging mar- 
kets operations outside Asia. 

The bank's Jardine Flem- 
ing subsidiary has been 
squeezed over the past 
two years by declining mar- 
kets. Jardine Fleming’s con- 
tribution to group profits 
fell from a third in 1995 to 16 
per cent in the first half of 
1997. 

UCB Capital will be 
renamed Fleming UCB and 
will be headed by Iain Saun- 
ders, who will be executive 
president 

Tbe post Of chairman will 
be filled by Marc Garber, 
currently chair man of UCB. 
George Mavroudis, UCB 
chief operating officer, wifi 
become chief executive. 

UCB is one of the largest 
brokers researching and 
trading local equities. Flem- 
ing UCB will have an equity 
research team of about 13 
analysts covering Russian 
and Ukrainian stock markets 
and a trading operation in 
London and Moscow. 

UCB has specialised in oil 
and gas, mining and metals, 

forest products and automo- 
tive sectors. It has also 
advised Russian companies 
on fund-raising in the 
domestic and international 
markets, including an equity 
offering for AO Tatneft tbe 
oil company, and an IPO by 
Sadko, the Moscow retailer. 
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Ashanti pursued over Australian closure 


.^ I ^^.^ ,8ecatte%fahf,S0n 

Ashanti Goldfields of Ghana 
is embroiled in a bitter dis- 
pute over the closure of a 
small copper mine in Austra- 
lia, which it acquired as part 
of its purchase of Golden 
Shamrock Mines in July 

3996. 

Greg Hall of Priqe Waters 
house in Sydney, who was 
appointed administrator and 
subsequently liquidator of 
the mine in Cobar. New 


South Wales, said he would 
pursue Ashanti under its 
promise of financial support 
to Cobar Mines-. He added 
the Australian Securi- 
ties Commission was investi- 
gating Ashanti in relation to 
Potential breaches of Austra- 
lian company law. 

Mark Keatley, Ashanti’s 
chief financial officer, said at 
the weekend; “We are quite 
sure the inquiry will show 
no impropriety. The ASC is 
investigating whether the 


mine operated in an insol- 
vent state. The answer is 
no." 

Sam Jonah, Ashanti's 
chief executive, added that 
Ashanti had appointed 
HSBC to sell the mine to one 
of two potential buyers. 
However, after a 85 per cent 
fall in the copper price last 
year, the talks collapsed. 
“They led u$ onfor a couple 
of weeks, hut our advisers 
told us there was no way the 
companies could come up 


with the finance.” 

Mr Keatley said: “We then 
approached Glencore. Cob- 
ar's main creditor, to try and 
sort out s omething to pre- 
vent the mine closing." 
When that approach failed, 
“we were left with no option 
but to appoint administra- 
tors.” he said. 

Mr Rail, who was 
appointed on January 21, 
claimed that Ashanti’s with- 
drawal of financial support 
was "contrary to previous 


commitments to mine man- 
agement" - a which 

As hanti denies. 

Although the high cost 
copper mine employed just 
260 people, Mr Hall said: 
“The effect on Cobar. a town 
of only 6,000 people, has 
been devastating. Estimates 
of the local knock-on effect 
are in the order of 600 jobs.” 

Mr Keatley said: “Price 
Waterhouse decided to dose 
the mine, not us. We made 
every effort. We put in A$8m 


Turning pebbles into profits the Powerscreen way 

Robert Wright examines the engineer’s explanation for £46.7m unexpected losses ahead of the auditors report 


T he end of the last Ice age 
created a huge opportu- 
nity for Powerscreen 
International, the Northern 
Irish engineering company. 
What would later be North- 
ern Ireland was covered in 
melting glaciers full of peb- 
bles. When the glaciers 
turned to water they created 
vast reserves of small stones 
- and a great potential profit 
for whoever worked out the 
most efficient way of sorting 
the stones. 

In 1966 the founders of 
Powerscreen hit on the idea 
of putting wheels on stone 
screening equipment for 
quarries. Thehitherto immo- 
bile screens could be moved 
as the quarry was dug 
deeper into the rock, reduc- 
ing the distance the stone 
had to be moved for sorting. 

Powerscreen claims its 
technology was so revolu- 
tionary that Powerscreen 
could make profits of a quite 
different order from other 
engineering companies, 
unlocking the key to operat- 
ing profit margins of about 
20 per cent. 

How real those profits 
really were will be a key fea- 
ture in a report expected this 
week from KPMG, Power- 
screen's auditors, on £46. 7m 
of unexpected losses run up 
by the company. Power- 
screen says the losses 
mostly in the first nine 
months of the year to March 
1998 in Matbro, a specialist 
tractor subsidiary which has 
turnover of about £80m a 
year. Powerscreen says it 
expects the KPMG report to 
back up its version of 
events, bm.it has also admit- 
ted the report may have to 


look wider within the com- 
pany. 

The losses were run up. 
according to Powerscreen, 
through the mispricing of 
machines, unauthorised dis- 
counting and unauthorised 
cashing - known as dis- 
counting - of bills of 
exchange. The company says 


Kllbeggan's implausible 
operating margins suggest 
Powerscreen indulged in 
so-called “transfer pricing” 
to shift tax liabilities to a 
lower-tax area. P o we rscreen 
had to pay £2.Sm in settle- 
ment of a tax dispute over 
transfer pricing in 1989. It 
hag also had a tax note in its 


I regret to say this, but, with a 
company like Powerscreen, which 
dominates its market and for which 
there are no listed competitors, you’re 
very much beholden to the company 
for information 


the problems were confined 
to Matbro. 

But there is compelling 
evidence that the problems 
go wider. There is. for 
instance, the case of an 
obscure Pbwerscreen subsid- 
iary in Kilbeggan, in the 
Irish republic, an area where 
businesses pay corporation 
tax of only 10 per cent, well 
below the then UK rate of 33 
per cent Called Powerscreen 
Ltd, the subsidiary made 
pre-tax profits of I£l0.3m 
(£&5m) in 1935. 35 per cent of 
Powerscreen’s total for the 
year, on turnover that repre- 
sented just 9 per cent of the 
group total. The previous 
year it produced 42^1 per 
cent of pre-tax profits on just 
more than 12 per cent of the 
group’s turnover. The Kil- 
beggan factory’s 1994 operat- 
ing profit margin, was 66.per 
cent. 


annual reports in 1995. 1996 
and 1997 saying it was in dis- 
pute with the inland Reve- 
nue over the tax paid by 
same of its subsidiaries. The 
low tax bill from Kilbeggan 
must have helped Power- 
screen to achieve its surpris- 
ingly low tax rate of 24 per 
cent. The low tax rate 
boosted eaming g per share, 
a measure calculated after 
tax, and gave Powerscreen 
mare room to pay dividends. 

Also, a rival of Power - 
screen, which competed only 
with parts of the company 
outside Matbro, is consider- 
ing suing over anti-competi- 
tive pricing. There are also 
signs of trouble at Power- 
screen’s Brown Lenox sub- 
sidiary, which has intro- 
duced part-time working 
since the announcement of 
the Matbro lo6ses. 

Former staff "members 


believe other subsidiaries of 
Powerscreen indulged in the 
same low-pricing techniques 
which caused Matbro’s prob- 
lems. Nevertheless, many 
en gineering analysts are still 
keen to defend Powerscreen, 
Bv piginiwg that the compa- 
ny's distribution network 
has been the key to its prof- 
itability. 

Many analysts, in fact, 
seem reluctant to believe 
that Powerscreen's profits 
were not of the extraordi- 
nary order claimed.. The 
company’s shares trebled 
between early 1995 and late 
1987, peaking at 763Kp. mak- 
ing analysts who backed the 
company healthy bonuses. 

However, one of the few 
engineering analysts who 
was never convinced by 
Powerscreen says others 
were too ready to believe the 
company's explanations of 
its performance. 

“1 regret to say this. but. 
with a company like Power- 
screen. which dominates its 
market and for which there 
are no listed competitors, 
you're very much beholden 
to the company for informa- 
tion,” he says. “It’s when 
analysts stop being analysts 
and become reporters {of the 
company’s views] that you 
have a problem." 

There have long been 
signs that Powerscreen’s 
affairs were not straightfor- 
ward. There was the tax note 
to the accounts; there were 
also mysterious movements 
in its stocks and debtor lev- 
els. some of which may be 
explained by accounting 
malpractice such as those 
uncovered at Matbro. The 
low tax rate should also 


have suggested either tax 
was not being paid as might 
be expected - or that the 
profit figures shown to the 
tax authorities were less 
than those seen by investors. 

Powerscreen's voracious 
appetite for acquisitions may 
also have flattered the com- 
pany’s profit line. High pro- 
portions of the assets of 
acquired companies were 
written off creating reserves 
which could later be used to 
boost profits. 

Perhaps most Importantly 
of alL the company's cash 
flow regularly fell well short 
of its operating profits - in 
1997, cash flow was only 
£26. 9m. against operating 
profits of £43.3m. There are 
technical reasons why a 
growing company might not 
produce cash to match oper- 
ating profits. But one ana- 
lyst said of Powerscreen’s 
cash flow: “This suggests 
these profits aren't real” 

In fact, it is possible at the 
moment only to guess at the 
depth of Powerscreen’s prob- 
lems. The company raised 
£15.9m before expenses in 
December to pay for the £7m 
purchase of SDC trailers, a 
Northern Irish company. \ 
Even allowing for working 
capital and other commit- , 
merits, the sum raised sag- 1 
gests Powerscreen was des- 
perate for cash then - and a 
number of factories have 
since slowed productioa. 

If things for Powerscreen 
grow worse before they get 
better, the City may be more 
careful about reading the 
small print of annual reports 
next time a company claims 
to have found the key to 
magic levels of profitability. 


Call for shares 
deal at Thomson 


Premier Famell to report 
as top job remains unfilled 


By Virginia Marsh 

Unions representing 
employees of Thomson 
Travel, the package holiday 
business about to be floated, 
are lobbying for the creation 
of one of the UK’s largest 
employee share ownership 
schemes. 

Balpa (British Air Line 
Pilots Association) - the 
union representing pilots at 
Britannia, Thomson’s airline 
- said yesterday it had 
suggested the company give 
free shares to employees 
based on their contribution 
to date. It has also asked for 
the Introduction of perfor- 


mance and investment 
schemes, including share 
option and save-as-yoo-earn 
arrangements. 

The aim was fur employ- 
ees to own about 10 per cent 
of the' company, which is to 
be floated next month by 
Thomson Corporation, the 
Canadian pubiishiiig group. 
Analysts expect the flotation 
to value the company at 
about £i.5bn. 

Thomson Travel said it 
•welcomed the comments and 
was fwrnTrrittefl to ensuring 
employee participation in 
the flotation was as great as 
possible. It planned to unveil 
its own proposals next week. 


By Susanna Voyle 

Premier Famell, the 
distributor of electronic com- 
ponents, will announce its 
annual results this week 
without a chief executive. 

The search for a replace- 
ment for Howard Poulson, 
who resigned at the end of 
January, is still about two 
months away from comple- 
tion. Mr Poulson resigned 
after a disappointing year in 
which shares in Premier Par- 
nell, winch has a market 
capitalisation of £l.05bn, 
underperformed the market 
by 60 per cent. 

The company said that 


alter a global search it now 
had a shortlist of candidates. 
The list is understood to 
indude candidates from the 
US and the UK. 

Premier Famell issued a 
profits warning on the day 
Mr Poulson resigned in Jan- 
uary. saying pre-tax profits 
for the year to February 1998 
would not be less than the 
£l37m made in the previous 
12 months. However, in Feb- 
ruary it said it was on track 
to *at least* match that fig- 
ure. 

Mr Poulson was widely 
seen as the architect of Far- 
nell Electronics' controver- 
sial £L85bn acquisition of 


Premier Industrial two years 
ago. The deal was opposed 
by same institutional inves- 
tors who feared the company 
was paying too much. 

Thursday’s results presen- 
tation will be fronted by 
Morton Mandel - the deputy 
chairman and for mer hea d of 
Premier who has been run- 
ning the company since Mr 
Poulson left - and Andrew 
Fisher, the finance director. 

Premier Famell shares 
were last 'week trading at 
36lp. In January they shed 
more than 12 per cent in one 
day - falling to 296’Ap in the 
wake of the downbeat trad- 
ing state men t. 


GOVERNMENT BONDS FLEDGLING CAPITAL MARKETS UNIT FACES PRES SURE F RO M SHAREHOLDERS 

Barclays’ infant off to a good start 


By Shnon Davies 
Capital Markets Editor 

It is six months since the 
unexpected birth of Barclays 
Capital following the deci- 
sion by Barclays Bank to 
exit equities, and the fledg- 
ling capital markets busi- 
ness has had a healthy 
infancy. 

Reports of its impending 
demise, or its sale to an 
American buyer, have 
proven somewhat prema- 
ture, It has lost few senior 
staff, it has picked up a few 
big names from its larger US 
competitors, and has edged 
up the league tables. 

But it still has a long way 
to go before it is even dose 
to achieving the ambitions 
of its driven chief executive. 
Bob Diamond, let alone 
those of Barclays' sharehold- 
ers. 

Mr Diamond argues that 
capital markets are on the 
cusp of a new ere with the 
coming of European eco-. 
nomic and monetary union 
creating, a broad and liquid 
Stogie currency bond market 
to Europe to match that of 
the US. 

*T think there will be the 
development of a European 
bulge bracket of Interna- 
tional firms, and that is 
where Barclays Capital 
expects to be." be said. 

TtaditifltiaBy. the so-called 
bulge bracket has been the 
half-a-dozen top-tier invest- 


ment banks in the US, domi- 
nated by Goldman Sachs, 
Merrill Lynch and Morgan 
Stanley. 

And the European pre- 
tenders have been more com- 
monly seen to be ABN 
Amro, Deutsche Bank, Pari- 
bas and Swiss Bank. The 
British hanks have been held 
back by management . fears 
over investment banking 
cost structures, and share- 
holders’ far greater insis- 
tence. on achieving decent 
returns on capital- ■ 

But Barclays has a long 
way to go before tt -gets 

there, hi the Bret quarter of 
this year, it increased the 
volume of international 
bonds that it lead managed 
by 135 per cent in dollar 
terms, and poshed four 
places higher in the league 
table, according to" Capital 
Data Bondware. But it is stDl 
is nth place. 

However. European eco- 
nomic and monetary union 
offers an almost unprece- 
dented opportunity for a 
shake-up in the capital mar- 
kets pecking order, playing 
into the bands of banks with 
global distribution and 
credit skills. 

Moreover, since this wp 
encourage the trend of dtein- 
termediation away from 
commercial banks, as tradi- 
tional clients tap the bond 
markets instead, it is a risk 
t hat Barclays looks well 

advised in taking- 


Mr Diamond said: “One of 
the frustrations of operating 
in the European market has 
beeo that in the US. there 
are 10 to 15 competitors for 
any deal, whereas in Europe 
there are 100.” ' 

The removal of currency 
barriers between II Euro- 
pean countries . has already 
encouraged substantial con- 
solidation among commer- 
cial and investment banks, 
and there is a lot more to 
come. 

Mr Diamond reckons that 
Barclays can build on its 
dominant position to sterling 
bonds and the credit skills of 

the commercial bank . to 
develop a strong position to 
the fast-growing European 
corporate bond market 

The development of pri- 
vate pensions, and toe reduc- 
tion in government bond 
issuance, will drive demand 
for corporate bonds, while 
the breaking up of tradi- 
tional bank relationships 
wifi drive issuance. 

But there will be plenty of 
competition. Barclays has a 
strong position in sterling 
and in floating rate notes, 
and has battled its way up 
the rankings in D-Mark 
issues. 

It also became toe first 
European bank to lead-man- 
age a global yen deal by the 
US mortgage giant Fannie 
Mae - although competitors 
said it bought its way hi by 
offering particularly compet- 


1 o-ybartemdtmarfchoud yields 
Parosa 

:•'« -j— XL — 



— SPA 

— US 


ifive rates for s wappin g the 
proceeds back into dollars. 

Mr Diamond argues that 
there is no reason why Bar- 
clays can’t compete with the 
best of them. “We have the 
financial resources of the 
bulge bracket firms, but 
with far more focus." 

Recent investments In the 
group's technology platform 
should improve its cost base 
in the long run. “My view is 
that we should be looking 
for a return on economic 
capital of around 20 per cent 
over the cycle." 

Naturally, scepticism will 
remain far same time. One 
senior investment banker 


argued; “At the end of the 
day. they are still a UK com- 
mercial bank, and they will 
have real cultural prob- 
lems.” 

And despite the fact that 
Barclays Capital represents 
all of the old BZWs profits, 
with only half of its staffs the , 
ambition of a 20 per cent i 
return remains long-term i 
even in these current buoy- I 
ant market conditions. 

This will ensure that 
shareholder pressure 
remains, but Mr Diamond is 
sufficiently persuasive that 
he ought to buy sufficient- 
time at least to put his 
vision to the test 


(£3Jm) to keep the mine 
going." 

Although other Australian 
copper mines have been 
dosed because of the fall in 
the copper price. Cobar has 
attracted more publicity 
partly because of its foreign 
ownership. Mr Jonah said he 
had been bombarded with 
“four letter e-mails” since 
the closure of the mine. He 
added that Ashanti was 
determined to defend its 
actions. 

GUS wins 
Metromail 
with 91% 
acceptance 

By Vkghtia Marsh 

Great Universal Stores, the , 
UK mail order house which j 
is in the midst of a £l9tm 
hostile bid for Argos of the 
UK. has won control of 
Metromail, the Illinois data- 
base marketing company, 
after a bid battle with Amer- 
ican Business Information of 
Omaha. 

GUS, whose offer was rec- 
ommended by Metromail's 
board late last month, said 
yesterday it had received 
acceptances from sharehold- 
ers holding 53.7 per cent of 
the company. 

Together with shares it 
has agreed to buy from RR 
Donnelley & Sons, it would 
have about 91 per cent of 
Metromail. Jt has bid $34.50 a 
share for the company - up 
from its original offer of 
$31.50 a share - valuing 
Metromail at $9l0m (£545m) 
including debt. 

This month ABTs right to 
appeal against a court deci- 
sion rejecting its request for 
an injunction to block the 
GUS deal was turned down. 

It had earlier foiled to meet a 
deadline to supply all docu- 
mentation and finalised fin- 
ancing co mmi tments for its 
$37.48 a share bid. 

The move comes as GUS's 
bid far Argos, the high street 
catalogue retailer, enters its 
final phase. GUS last week 
lilted its cash offer by £300m 
to £L9bn, or from 570p to 
650p a share. 

. Argos yesterday denied 
reports it had plans to merge 
with Littlewoods. GUS's pri- 
vately-owned rival if inves- 
tors backed it against GUS. 
As part of its defence, Argos 
has promised a $43 Im share 
buy-back worth I50p a share 
and negotiated a joint ven- 
ture with Littlewoods to 
develop a fashion catalogue 
to be launched this summer 
as a trial through 20 Argos 
stores. 

Most analysts say GUS’s 
revised offer wifi probably 
succeed but it is thought 
that some large investors 
have yet to make up their 

mindK- 


COMMENT 

Wassail 


The barbarians are at the 
garden gate. Wassail manag- Wassail 
ers may like to think of Share pica rafeflw to tfw 
themselves as the UK’s nsEAD-aareindB 

answer to KKR, the US lever- 110 : — 

aged buy-out firm, but they » 

have a long way to go. And it u 

will be even longer before * M . 

shareholders can hope to m TV J t n 

enjoy the benefit of their A ' 

company’s transformation m Vr VJl 

from industrial conglomerate i ‘ i/n - 

to quoted LBO fund. So far, I 

all they have enjoyed is the 70 U- 

15 per cent drop in Wassail 

shares since the company mu., i . i ■ i.i i ■ ■ 
unveiled its plans. The Apr isw sa Apr 

scheme, to be voted on this aMwnomiHtw 
week, has some merit. Princi- 
pally it should allow Wassail to compete for deals with a 
lower cost of capital and to improve returns through higher 


But financial pyrotechnics have a habit of bunting fingers. 
The private equity market is hatting up. The price of deals is 
rising, banks are having trouble digesting a record amount 
of acquisition debt. Before Wassail's executives rev up their 
new vehicle, they should have to justify to shareholders why 
a straight break-up of the group would not be more advanta- 
geous. Unfortunately the vote will not be between these two 
options, despite the radical change in the nature of the 
company. Furthermore Wassail’s management should have 
allowed shareholders a separate vote on a much more gener- 
ous incentive scheme from which they stand to gain. 

Institutional cash 

Here is an oddity. The UK stock market is soaring, and 
pension funds and life insurance companies are awash with 
cash - some £67bn of iL Just the time, you might have 
thought, for companies to float and launch rights issues. In 
fact, companies are showing remarkable abstinence. CSFB 
expects that rights issues, new issues and placings combined 
will total £i0bn this year, compared with £2lhn two years 
ago. 

Even odder, not only are opportunities to invest declining, 
but companies are shrinking their equity base and handing 
yet more cash back to shareholders. Share buy-backs are 
expected to total £15bn this year, compared with £1.4bn 
three years ago. On top of that, a number of large UK bids - 
Gas’s £1.9bn tilt at Argos is the latest - have been in cash. If 
you consider, lastly, that net issuance of gilts is likely to foil 
away this year, possibly to nothing, compared with £51.7bn 
in 1993, then the problem becomes acute: what on earth do 
investors do with all their money? 

Some of these trends, such as buy-backs, still have a way 
to run. Bat there may be some relief at band on the flotation 
front One deterrent for private companies has been the 
lowly valuations of the small-cap sector. The sector is 
starting to regain favour, but institutional investors could 
still lose out as venture capitalists pick off little businesses 
before they make it to market. 

Perkins acquires 
Le Magicien Vert 


By Vagnia Marsh 

Perkins Foods has acquired 
Le Magicien Vert, a French 
manufacturer of chilled con- 
venience goods, for an initial 
payment of FFt45.9m ($7-5m) 
cash. 

It will pay up to a further 
FFr20.4m depending on the 
company’s performance this 
year and next. 

The move is in line with 
Parkins' decision to focus on 
chilled and frozen foods, 
following the sale of its 
fresh produce business for 
£l23.6m to Greenery 
International, the sales and 
marketing arm of the Dutch 


growers’ co-operatives. 

LMV, which makes chilled 
ready meals and was set up 
in 1991, made pre-tax profits 
of FFr7.8m on sales of 
FFr75m last year. 

The vendors of the com- 
pany, which sells in France 
and also exports to Belgium 
and Luxembourg, will con- 
tinue to run the business. 
Perkins intends to expand 
LMVs exports to include the 
UK and toe Netherlands in 
particular. 

Ian Blackburn, deputy 
chief executive, said the chil- 
led food sector in continental 
Europe was expected to 
expand. 
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By John Latate 

In spite or the latest in a 
series of bullish economic 
reports, Treasury prices 
continued to drift lower 
when the market reopened 
yesterday, after a long 
weekend holiday. 

When the Treasury market 
closed last Thursday, bond 
prices had gained ground 
slightly, but it was little 
more than technical buying 
after a series or downward 
trading days. 

The producer price lndes 
for March, released on 
Thursday, reported a fall of 
0.3 per cent while the core 
PPI, excluding the food and 
energy sectors, was 
unchanged. The latest news 
on inflation continued to 
bolster the view that interest 
rates will not rise In the 
near-term. But Treasury 
investors largely shrugged 
off the PPI report. 

Although Treasury prices 
moved lower throughout 
most of last week, the long 
bond yield remains below 
the 6 per cent leveL That 
may change as a list of 
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economic reports comes to 
market this week. 

Today the consumer price 
index and a new retail sales 
report will be released. Later 
in the week investors will 
get to sift through new 
statistics on business 
inventories, housing starts, 
industrial production, and 
the trade balance. 
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The main highlight of the 
shortened post-Easter wed 
will be Wednesday's 
publication of the March 
monetary policy committee 
meeting minutes. 

In February, the vote on 
whether to raise rates was 
tied four-four; and there was 
no change at either the 
March or April meetings. 
The markets will be 
watching to see whether the 
committee is still evenly 
split or whether the balance 
has swung in favour of the 
doves. If it has, that might 
prompt further weakness in 
sterling which retreated 
from the DM3.10 level last 
week. 

Producer prices figures, 
out today, should indicate 
that businesses are facing no 
cost pressure on the raw 
materials side. Input prices 
are forecast by NatWest 
Markets to have dropped a? 
per cent in March and 9 per 
cent year-on-year; output 
(factory gate) prices shonld 
show only a 1 per cent 
year-on-year gain. 
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The other two economic 
reports of the week wOl he 
the British Retail 
Consortium survey, due on 
Wednesday, and Thursday's 
British Chambers of 
Commerce survey. On the 
results front, the main 
Interest will be in figures 
from Associated British 
Foods and Premier FamelL 
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By Andrew fisher 


Benchmark yield one 


As Germany's Dax blue chip 
index closed above 5300 an 
Thursday, some brave 
dealers were looking ahead 
to the prospect of the &000 
mark being breached. 
However, the consensus was 
that the unexpectedly sharp 
rise so far this year would be 
followed by a period of less 
frenetic activity. 

At present levels, the 
German stock market Is one 
of the most expensive In 
Europe, said Richard 
Davidson of Morgan Stanley 
Dean Witter. 

Trading was light ahead of 
the Easter weekend, but the 
mood had been buoyed by 
renewed speculation in the 
banking sector and 
Daimler-Benz’s decision to 
reveal revenue targets. 

Germany’s big 
Frankfurt-based hanks - 
Deutsche Bank, Dresdner 

Rank flryl Co m m pr vtw n k — 

showed gains as talk of 
further consolidation in the 
European banking sector 
followed news of the 
mega-merger between 
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Citibank and. Travelers 
Group in the US. - - - 
Low interest rates and the 
strong dollar are expected to 
keep the market firm, with 
Mg Investors seen likely to 
anticipate the impact of. 
European monetary union 
by moving more 
energetically into markets of 
the future euro zone. 


TOKYO. 

By Bethao (tattoo 

Japanese markets are likely 
to spend the early part of 
this week digesting last 
Thursday's Yl6,OOCbn 
economic package, trying to 
work out bow much new 
money there is in it, and 
what the prospects are for 
the YAOQObn tax cuts to be 
made permanent 

Any further details of the 
package and its 
implementation will 
be seized upon for 
clues. 

The initial market reaction 
was to give the package a 
thumbs-down for its impact 
on the economy; the stock 
market fell, and bonds rose. 
But the reactions were 
relatively muted. 

If further analysis 
produces a more negative 
result, market watchers say 
the Nikkei 225 could slip 
back through the 16,000 level 
it achieved last week, and 
■even set new lows, while 
bond yields could head back 
towards record lows. 

The Economic Planning 
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an economic report which 
set a new benchmark for 
official gloom over the state 
of -the economy. 

The EPA head later 
insisted that the economy 
should start showing an 
improvement this month, 
but his deputy came ctase to 
admitting that Japan might, 
be in recession. 


COMPANIES DIARY 




AMR expected to buck 
weak airline trend 


AMR, parent of American 
Airlines, is expected tomor- 
row to report first-quarter 
earnings per share of ¥2.46, 
compared with $2 a year ear- 
lier. bucking the weaker 
trend elsewhere in the sec- 
tor, analysts said. 

United Airlines. US Air- 
ways. Northwest Airlines 
and Delta Air Lines are all 
expected to report first-quar- 
ter earnings well below year- 
earlier levels, despite favour- 
able fuel price and airfare 
conditions. 

The expected year-on-year 
decline in profits will largely 
reflect the carriers' fuel-pur- 
chasing policies, which 
appear not to have allowed 
them to take maximum 


advantage of the substantial 
first-quarter crude oil price 
drop. 

AMR. on the other hand, is 
expected to benefit from an 
easier comparison, chiefly 
because of weak ticket sales 
during the first quarter in 
1997 when the company's 
pilots threatened to strike. 

Northwest Airlines, which 
also reports on April 21, is 
expected to post first-quarter 
earnings of 49 cents, down 
from 52 a year earlier. US 
Airways, which reports on 
April 22, is expected to 
report earnings of 98 cents, 
compared with $1.45 a year 
earlier. On the same day 
UAL. parent of United Air- 
lines, should report earnings 


of $137, down from $1.61 a 
year earlier. March data 
from several carriers indi- 
cated that ticket sales in 
that month fell from the first 
two months of the year. US 
carriers also faced a difficult- 
comparison because daring 
most of the 1997 period there 
were no US excise airline 
taxes, unlike the most recent 
first quarter. AFX-News. 
New York 

• Assurances G4n£rales de 
France, the Insurer, is expec- 
ted tomorrow to report net 
profits of FFrl.82bfl- 
FFr2. 05bn, compared with 
FFrl.54bn ($250m) In 1996, 
according to analysts. 

The performance of the 
French insurer’s non-life 
unit will be a key feature of 
the results, particularly as 
its claims experience during 
the second half of the year is 
forecast to be in line with a 


positive first-half figure. 

The results announcement 
is likely to be overshadowed 
by interest in bow the Alli- 
anz takeover will affect pro 
forma earnings through to 
2000. One analyst expects 
ownership by Allianz to help 
AGF become more tightly 
focused within the French 
market, eventually increas- 
ing French premium income 
to some 66 per cent of the 
group totaL AFX-News, Paris 

• Ciha Specialty Chemicals, 
the Swiss chemical and 
pharmaceutical group. Is 
expected on Thursday to 
report first-quarter sales of 
about SFr2bn, up from 
SFrl.Sbn ($lJ28bn) a year 
earlier. Ciba may talk about 
the Impacts from Asia's eco- 
nomic difficulties. Ciba’s 
purchase of Allied Colloids 
of the UK will not affect 


7997 operating results at a record level 
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Gulf International Bank t sc 

FINANCIAL HIGHLIGHTS (Audited) 


EARNINGS (US$ millions) 

Net Income after Tax 
Net Interest Revenue 
Other Income 
Operating Expenses 

FINANCIAL POSITION (US$ millions) 
Total Assets 
Loans 

Trading Securities 
Investment Securities 
Shareholders' Equity 

RATIOS (%) 

Return on Shareholders' Equity 
Return on Assets 
BIS Risk Asset Ratio 

Shareholders’ Equity as % of Total Assets 
Liquid Assets Ratio 


1997 


86.4 

109.6 

54.0 

46.7 


9,523.9 

3,478-7 

192.1 

3,047.0 

693-9 


1Z5 

0.9 

12.0 

7.3 

61.6 


1996 


94.5 

110.3 

38.8 

44.3 


8,982.9 

3.436.5 
86.2 

2.817.6 
652.5 


14.5 

1.1 

11.7 

7.3 

60.2 


% Change 


- 8 . 6 % 
0 . 6 % 
+ 3912% 
+ 5L4% 


-i- 6.0% 

+ 13% 

+ 1223% 
+ 8 . 1 % 
+ 6L3% 


“1997 has been another successful year with operating profits before provisions at a record level of 
S1 16.4 million, representing an 1 1.4% increase over the prior year pre-provision resuit The year-on- 
year advance reflected strong performances in the Bank’s principal businesses and in particular solid 
earnings growth in the core commercial banking activity. During 1997 GIB was also privileged to receive 
a Euromoney Award for Excellence reflecting its position as one of the pre-eminent financial institutions 
in the Middle East". H. £ Ibrahim Abdul-Karim, Minister of Finance and National Economy of the State 
of Bahrain and Chairman of the Board. 

GIB is wholly owned by Gulf Investment Corporation (GIC), the international investment banking 
corporation owned equally by the governments of the six GCC states. 

The audited financial statements are available upon request from the Public Relations Division at GIB’s 
Head Office or from the Internet site. 



GULF INTERNATIONAL BANK a 
HEAD OFFICE: P.O. BOX 1017, MANAMA, BAHRAIN. 

TEL: (973)534000. FAX: (973) 522633. INTERNET: http://www.gibonline.com 



first-quarter sales as it will 
only be consolidated from 
the second quarter onwards. 
AFX-News, Zurich 

• Coca-Cola, the US soft 
dr inks group, is expected to 
report this week first-quarter 
earnings per share of 34 
cents, down 15.3 per cent 
from 40 cents a year earlier. 
Despite stronger than expec- 
ted sales far the fourth quar- 
ter of 1997. Coca-Cola will 
suffer from the adverse 
effects of a strong dollar. 

However, other factors 
pose risks far the company’s 
1996 sales volumes. Sides In 
Asia, particularly Japan, 
may come under more 
severe pressure than previ- 
ously because of weak eco- 
nomic conditions. AFX- 
News, New York 

• General Motors, the 
world's biggest carmaker, is 
expected to report first-quar- 
ter diluted earnings -per 
shine tomorrow of $2.28, up 
from $2 a year ago, and on 
Thursday Ford Motor is 
expected to report diluted 
earnings of $1.33, op from 
$L20. Analysts said the year- 
on-year rise was expected to 
be largely due to the use of 
higher sales rebates to cus- 
tomers in an attempt to 
stimulate demand, as well as 
new products, share buy- 
backs and cost cuts. Domes- 
tic demand has been flat but 
“healthy" amid intensifying 
competition from European 
and Asian manufacturers. 

GM has said it expects its 
US market share to have 


been about 32 per cent in 
March, up from 2&3 per cent 
in February, an estimate 
which Includes larger 
trucks. Ford’s March sales 
fell 3J per cent overall to 
388,341 and for the- quarter 
ML 4.7 per cent to 882^38 
Chrysler's first-quarter sales 
rose l per cent to 578^00, 
although March sales fell 2 
per cent AFX-News, New 
York 

• Intel, the world's largest 
chipmaker, is expected to 
report first-quarter namings 
per share of 73 cents today, 
compared with$l a year ago, 
in line with an earlier warn- 
ing of a demand slowdown 
for chips and the impart of 
sharp price cuts and cheaper 
personal computers. - 

Analysts said that after 
Motorola forecast a 1-2 per 
cent rise in first -quarter 
semiconductor industry rev- 
enue, and after its cut in 
rWp capital spending, there 
are concerns over whether 
Intel will curb spending with 
an eye to PC demand and 
corujlttona in China, the US 
and Japan. Other manufac- 
turers have reported flat US 
shipments, lower shipments 
to Asia and lower rales in 
Europe. 

Intel warned in early 
March that it expected reve- 
nues to fell about 10 per cent 
from the fourth quarter’s 
$6£bn, with margins declin- 
ing and expenses rising. 
AFX-News, New York 

• Boa tman Kodak, the pho- 
tographic products company, 


is expected today to report 
first-quarter earnings per 
share of 70 cents, down 
sharply from 82 cents a year 
earlier, but consistent with 
Kodak's warning that its 
first-quarter profits would be 
eroded by restructuring 
costs. '• 

Late last year Kodak said 
profits would be strained 
through the first quarter by 
expenses incurred in its lay- 
offs of about 16,600 workers 
and reduction of its research 
and development activities, 
and by various asset write- 
downs. 

Competition in the US fQm 
market from Fuji Photo Film 
should lessen during the sec- 
ond quarter. Last year Fuji 
flooded the US with a large 
supply of discounted film 
which it no longer produces. 
Much of this supply has., 
been used up and will not be' 
replenished. AFX-News, New 
York ~ ' ■ 

• Suez Lyonnaise des Eaux, 
the French utilities group, is 
expected to report 1997 net 
profit of FFr3.73bn ($6l0m) 
today, according to analysts. 
The group resulted from a., 
merger in June 1997 of Lyon- 
naise des Eaux and Cie de 
Suez, which in 1996 reported 
net profit figures of 
FFrl.35bn and FFr843m 
respectively. 

The mid-year merger 
means the company was 
probably busier managing 
the link-up than raking in 
profits, making 1997 an 
exceptional year, and ana- 


lysts hope next week's pre- 
sentation will be more about 
strategy end future earnings 
than lost year’s figures. ' 

Suez Lyannalse des B&Ux 
has already said it experts 
net profit on ordinary 
operations to come in above 
FFr3^bn. despite an expec- 
ted drag on earnings from its 
Aslan activities, which 
accounted for 2 per cent of 
total turnover in 1997.. . . 

Group sales were 
FFrl89.5bn. compared with a 
pro forma FFrl73J2bn, the 
company said. 

Analysts are expectinglha 
group's Tnatn utilities, finan- 
cial services and construc- 
tion-related' divisions. r to 
report strong performances 
after already showing strong 
increases for the. first halt 
AFX-News, Paris 
m In London investor focus 
. moves away from company 
figures this week as a series 
of trading updates follows 
the results season. Away 
from the results and AGMs, 
the bid battle for Argos win 
near its endgame after GUS 
increased its offer on 
. Wednesday to 650p, from the 
original 570p. The AGM at 
Lloyds TSB on Wednesday 
may produce some com- 
ments on the latest financial 
mega-merger in the US 
between Travelers and Citi- 
corp. On Thursday, Axrlva 
may shed some light on lat- 
est developments in the 
transport industry and Cap- 
ita Group on the consul- 
tancy sector. 
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FIN AJMC1AL TIMES 


TUESDAY APRIL 


14 1998 


THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


UK COMPANIES 


■ YESTERDAY 

Asian Devtpt Bds 2001 
£110 

Barclays Australia inn Rn 
GND 1999 A$80 
Cartton Cornms ADR $0.7886 
DKB Inti RID 2005 $87500 
Treasury 9% 2008 £ 4.50 

■ TODAY 

Abbey Natl First Cap FRN 
2003 $28.81 

Do FRS 2009 SwFl112L22 
Commonwealth of Australia 
914% 2012 £237.50 
Bud gens 0.45p 
Centex Corp $0.04 
Enterprise 1t%% Uns 2016 
£5.6125 

French Prop i.45p 
Gardiner 0.7p 

Kobe Steel a.65% Bds 1998 
Y265000 
Do 3% Bds 1999 
Y300000 

Do 32% Bds 2000 
V320000 

Lothbuxy Fdg Nol Class A1 

Mtg BFR £254.56 

Do Class A2 2031 $1 990-25 

Do Class B Mtg BFR 

£2191.89 

More Group 1Z.5p 

Nightfreight l.3p 

Ryland Group 3p 

Svenska CeHulosa Non-Rstd B 

Skr5.75 


■ TOMORROW 
Aberdeen Convertible Inc 4.8o 
Armitage Bros 3^p 
Barclays Bank Prop inx Certe 
1997 21.95 
Do Certs 1998 £1.86 
Baring Tribune Inv 6p' 

BP Rnanpe Australia 8%% 
Bds 1998 $41&75 
Chester Asset Rec Dealings 
Nol Asset BFR 2000 
£192158 

Do Dealings No4 2004 
£1894.08 

Chrysler Corp SQ.40 
City Mortgage Rec 2 FRN 
2023 £46.63 

Do Rec 3 Mtg Class A FRN 
2023 £42.26 

Do Class B FRN 2023 £71.83 
Do Rec 4 Class A FRN 2028 
£50.48 

Do Cass B FRN 2028 £71.83 
Do Rec 5 Class Dfd FRN 2032 
£27.83 

Do Class B FRN 2032 £ 82.11 
Do Rec 6 Class A FRN 2029 
£50-23 

Do Class B FRN 2029 £71.83 
Conteter ijfflp 
Enterprise Oil Sub FRN 1999 
£42882.19 

Finland 11%% 2009 £287.50 
Franklin Res $0.05 
General Electric Co $0-30 
Goode Durant 314% Cm Prf 
0.875p 


Govett Strategic Inv 9%% 
2017 £4.3375 
Grenada FRN 1998 £204458 
Hydro-Quebec 1014% Debs 
Series HX 2021 C$5250 
Do FRN Series IN 1999 
$13.98 

IQ 9%% Bds 2005 £9750 
Do 10% Bds 2003 £100 
Johnson Fry Euro Utilities Inc 
2.3pJohnson Fry Utilities 
1.27p 

Do income 1.27p 
Logica 45p 

MEPC 9%% Bds 2004 E9&75 
Do 1014% Bds 2003 £0250 
London Borough of Merton 
1114% Red 2017 £5.625 
Morgan SlndaH 544% Cv Cm 
Prf 2.81 25p 
Motorola $0.12 
Occidental Ptrlm $025 
Quaker Oats $0 285 
Richards 4% Cm Prf lAp 
Do 514% Cm Prf 1.44375p 
Sanwa Finance Aruba Gtd 
FRN $1514.24 
SmtthKDne Beecham 1.85p 
Do ADR $0,303 
SONAR 2 Class A FRN 
£16£L05 

Do Class B FRN 2022 
£21458 

TECO Electric & Mach 2%% 
Bds 2004 $275 
Wereidhave Prop 914% Mtg 
Dab 2015 £4.75 


Do 10%% 1st Mtg Deb 2015 
£5.375 

■ THURSDAY APRIL 16 . 
Benchmark 1.65p 

Bryant 1.45p 
Bbtef0.4p ' 

GGT 25p 

Hongkong & Shan 3kg 
Primary Gap FRN 3rd Series 
$73.44 

Manchester & London Inv 
153p 

Marytebone Warwick Balfour 
1.25p 

M & G Recovery Inv Inc Ip 
Do Geared Units Ip 
Do Pckg Units Ip 
Morgan Slndafl 358p 
NatWest 9% Non-Cm Prf A 
4.5p 

Do Non-Cm Dollar Prf A 
$0532 

Do Non-Cm Dollar Prf B 
$0.4375 

Swansea 13%% Rd 2006 
£6.875 

Whatman I05p 

■ FRIDAY APRIL 17 
Abbet Natl Treasury Gtd FRN 
2001 Itf75004 
ARRIVA9.9p 

Bilfitan $0,035 

Bristol & West FRN 2001 

£1853.42 

Brunner Mond Z9p 


Close Bros 4-8p 
Finsbury Smlr Cos 25p 
. Govett High Inc Inv 1.12p 
Henderson Euro tst Ip 
Do Units Ip 

Henderson TR Pacific Irw 
0.45 p 

HI-TEC 0.6p 

Jasmine Tran A FRSN 2003 
Y1335890 

Do Tran B FRSN 2003 
Y634315 

Kteinwort CMpt FundSp 
Martin Currie Inc & gwth l.8p 
Merivate Moore Q.75p 
Metal Bulletin 16.3p 
St Paul COS $0.50 
Senior Eng 44p 
STB Finance Cayman Sub 
FRTN 2003 $3437.50 
Sumitomo Bank 6.1% Nts 
1998 Y49139 
Wilson (C) 3p 

■ SATURDAY APRIL 18 
ABied London Props 5%% Cv 
Cm Prf 2.875p 
Conversion 914% 2005 £4.75 
EchDn $0225 

Province of Nova Scotia 
11%% Ln 2019 £5.875 

■ SUNDAY APRIL 19 
Ireland Variable Rate Bd 2000 
(£1.51 


■ TODAY 

COMPANY M STINGS: 

Dixon Motors, Burton House, 
AttemMfe Road, Sheffield, 
1050 

Jupiter Spfit Trust, 
Knightsbridge House, 197, 
Knightsbridge, SW7, 12.00 
TDS Circuits, 12, Cunflffe 
Road. WNtefcwk Estate, 
Blackburn, 12.00 
BOARD MEETINGS: 

Interims: 

Associated British Foods 
Dowdlng & Mats 

■ TOMORROW 
COMPANY MEETINGS: 

British VHa, British Vita 
Training & Dvipt Centre, Green 
Street, Middleton, 

Manchester, 250 

Herald Investment This!; 12, 
Charterhouse Sq, EG1, 12.00 
IMBs Corroon, 10, Trinity 
Square. EC3, 12.00 
BOARD MEETINGS: 

Finals: 

Eiectrophoretlcs Inti 
Eyecare 
Rugby Estates 
White Young Green 

■ THURSDAY APRIL 16 
COMPANY MEETINGS: 

British Petroleum, Barbican 
Centre. EC2. 11.00 


Capita Group, 12, AppoW 
Street, EC2, 10.00 
BOARD MEETINGS: 

Finals: 

Caverdale Group 
Dorertantonio 
1LP Group 
International Energy 
Premier Famell 
Seesoope Shipping 

■ FRIDAY APRIL 17 
COMPANY MEETINGS: 
Cakebread Robey, 318-326, 
Southbuiy Road. Enfield, 
Middlesex. 11.00 
St Modwen Props, 
Ironmongers' Had, Barbican, 
EC2. 12.00 

Sanderson BramaO Motor, 
Mere- Benz Car Dealership, 
Thornton Rd, Bradford, 11.0Q 
BOARD MEETINGS: 

Finals: 

Alliance UniChem 
Company meetings are annua) 

general meetings unless 
Otherwise stated. 

Reports and accounts are not 
available until six weeks after 
the board meeting to approve 
the preliminary results. 

This fist is not comprehensive 
since companies are not 
obliged to notify the Stock 
Exchange of announcements. 


BUSINESS 

WANTED? 


You want to 
advertise in the 

Financial Times. 

For further 
information 
please contact 

Melanie Miles 

+44 0X71 873 3348 
Marlon 
Weddertoum 
+44 01718734874 


CONFERENCES & EXHIBITIONS 







Conferences 

& 

Exhibitions 


APRIL 20 -JUNE 8 
FT-Cfty Course 
The FT-City Odom, which rakes place 
over eight weekly afternoon oetsion*, 
provides on excelkut introduction to the 
workings of the City of London m a 
major financial and trading centre. 
Authoritative speakers win include: Mr 
Paul Dex. LiFFE; Mr Clive longhorn. 
Association of British bum. 
RcgutraikMs/Ehquiries: Sinn Fsneoan. 
FT Conferences 
Tct <444)171 8962120 
Fee (+44) 171 896 2696/3697 
Emai: rinfl&Karaon-pRUom 

LONDON 

APRIL 20- 22 ^ 

Securities Settlements 
. Overview of Securities Products and 
their Derivatives ' Systemic Risk m 
Securities Market* ■ Croft. Market and 
Settlement Risk * Settlement Hooks - 
Euroctew. Cede! * Delivery * Payments 

• KegutaMy Issues * RoOing Sesdemem 

• New Technology • Emerging Markets 
3 DAYS OT5+VAT - 

Contact; Birehin huerasrional 
Tel: 0)71 b284)12 
FW: 0171 6284113 
Email; bfrehfagtfaiic binx o m 

LONDON 


APRIL 21-22 

Moving to 

Virtual Financial Services 
(rrtrabank European Forum ‘98 

Cabot HaU - Canary Wharf- London 

Introduced by Jim Barksdale, 
President and CEO of Netscape 
Communications and featuring 
eminent speaker fiwn the worlds 
of finance and technology, the event 
(ooks at the latest and future trends 
in financial sendees technology 


ewm 


Or y rtrari by I ntra baafc Pats 
H +44 5*8 “950 

«der*loas 300, 301. 302. 3*3 
ft 4-44(0)171 588 

& htahonkOhAata^uMa 
W: bttpV/www Jntrahaataw 
hap^/www .iudiyv .c ma Mitgal 

LOHDOR 


APRIL 23 at 650 pm 
“Ary wy In a new OT 

avytomz: . , 

Wifo Roger Boorle. Chief Econoonst of 


IBM- UTOUJI- raai r~ 

BBC Busmen Sreafcfan witi chair. 
Tomorrow's Company Forum at 
the RSA m association with Nicholas 
Break? PlMishkig 

Fresh thinking for and by bmlness 


THE CENTRE FOR GLOBAL 
BOGY STUDIES 
Oil »d Bbs tavestmwfc In Asia; 
Aftermath of tee Rnanclal Crisis 

A two-day evert hosted by The 

Contra fbr Global Energy State 
(03ES) and chased by hCShekh 
Ahmed ZaM Yamari. w* examine 
marry key issues sidudno: The crisis 
and Asia energy betencas* New 
approaches to dnbt financing h an 
ucsrtainBrsivcnrrert'Enmgy 
retain pofidas In China and kxffa 

* The proapecteforragionti energy * 
Integrafon * atoness and 
kMtewrt strategies ta oB and gns 
cocnpanias in on uncertain market 

* WfiMBflionaJ dwelopmente to drive 
enemy gjwih’ The 00 price crisis 
and nr Impact on erwgy 0 rmVi 
EBSB+W 

Contact: Usa Wntems 
Tbfc 444 171 7040161 
fiW+44 171 7048440 

London 


00101719305150 

■ LONDON 

Aim 23 & 24 
Korea: A unique opportunity 
to meet the new leadership 
Speakers todndc: Pnaideilll Kkn D* 
Smc Mr Park Chung-Soo. MamW" « 
Fwagfl Attain and Tt**, RqubtK « 
ton* Mr Khn IMjoOwm* O"* 01 ": 
Daewoo Otoup, President Eleetof 
Komm matHon of WosirieKMrCbo 
ScrHyuDB. Acting President of ftetaol 
Chosen for New Potitia 
Contacu Christopher KeHy> rT 
Confenmee* Tel; +4J 171 S96 2633 

FhtmmtohW* 

EttiiS: ftc^pcareop-ptojcoo; 
www.ftaa ifa enee s aMBt 

SEOUL 


TRAINING COURSES FOR 
FINANCE PROFESSIONALS 


irr amopw 

financial training courses in 
fi/afysis. Derivatives A Trading, 
fmesaaenLUegidadat, Financing 
Tectcaques.Risk andThe flat*. 


cmnSH WUBHBG W AMUl 

-20-21 MBOs 
• 21 -32 VAR 

. 2-S* faac» Rate Models 

■ 23-24EtmgyDoivirivt* 

■ 27-28 lnteed tare K* MBBgenwti 

27-29 Gtahal Asset Alkxsriwi . . 

[. 27-29 CorpooUcYskaticn 

PortnoKiktaBscaH 
Gareth VkKMl 
on +44 171 3443835 


CenrralLote* 0 ® 


HfTEBIIET WORLD OK SPRING ‘»8 CONFERENCE 

ttyiRria Center BULaCeatrs, UMdae 
11-14 Nay 

Internet WOrid UK Spring 98 ts Vie UWt kaing business sohdlons event with a totany 
toocod DusjneM ajrflencfL The lEud-Mttmg conlwcres addresses E-Commsra. 
btnmi lodno)DQy erd MaiVallrq & Mn^a Itoirpofcang MvwUslnR Forum). 
KBynoteslran hdaliy leaders sorri as Digta. CUbank. Cbm 
Backvfet) and Wfl, mate Ws Snmca attend conkrence tofSB 
if /our hastress needs to nwodmhe tog commercial pom oftt? InMral caff 


Mecklerroadia - The Internet Media Company 


an B1SZ3 SSeSTT ar tWf am wah 


MAY 5 -8 
Conference on international 
Securities Lending 

Co-sponaored fay ISLA (UX) md RMA 
(USA), a join ULSVEunopean Securities 
Lending Ccnfaence cohe ring ihe iddnsny. 
Issues (fecussed sod updam from lenfing 
BssocbtioDS worldwide influence taring 
markets globally. Keynote address 
Rfedoe s dsy ty Rt Hcnoiihle Christopher 
Pccen, Ronncr Govcmoor of Hoog Kong- 
Thursday^ adihesi by Deborah Mmchmi. 
CNN rndror and oonapoodent 
Contact Robert Morris Associates, 
mention the PT Ad 

TeL- 800-677-7621 Fuz 215-446+100 
Grand HoteL Knunapolsky 
AMSTERDAM 



C80 Workshop - Mbroductoiy 

Training 

Staling SoRMara are hoktng a 
soles of technology focused 
Componart Based Development 
Introdurtorywortahops. These two 
day woctahopB wB be twkf 
between May and June and are 8m 
first of its Mnd. The sessions wfl be 
kxjl Wependent witfi the focus on 
educating and Wonting the matfert 
plaoe of the reed bustnesa banefta 
d taking a C8D approach to * 
application devetajmenL r 
Contact: Qnily Brovma 
01784212238 


London 


APRIL 28 -29 
bnptementliig a Corporate 
EMU Strategy 

The progB w nne deals with immediate 
operational thdleaga fee finance, IT and 
human rcsottrees m well as tire .wider 
issues posed by HMD - icgardleaa of 
wftabrr ihe UKjtfBH the sin^o cunrocy 

taqr^vww^tuiDesa-iiiiriGgerHeeatik 

Tet 0181 8793355 
Rue 01S1 879 1122 
Email: 


LONDON 


APRIL 30 

Flexible Fuffitmont Along the 
Supply Chain 

0 Demand mauagcraent/forccasiing 

• Dan warehousing • Flexible 
garefMu ai oc / ro td fle dim s n d 0 Lo^ticsl 
con impact of flexible fulfilment 
0 FMCG - ftrifiHflifl cusmmer demand 

• BCR • VMI/CMI • Cusxrantat ioo 

pogp u neregtf 0-Odneoot to die 
ctaoueer - wfaauwn? 

Contact: Fiona Criffilhs, National 
J+aterisls Hwfcfling Cemre 
Tel: 01 234 750323 Fax: Oi 234 T52040 
Eowfl; lk@cratfiekLsc.ok 

MILTON KSYNES 



Project World *98 
European Conference 
is your opportunity to team ihe 
latest Project Management 
Strategies and Technologies 
at a Conference designed to 
help you Maximize Vtour 
Performance in today's 
Project Management Cultural 
Explosion. 

For Information, or to enrol: 
Contact: tanbafle DonatfeOo 
Phone: (32) 2 655 3528 
Fax: (32) 2 655 5739 
Mto^fww«4>ro)aetworidJDom 


Pko.m ct 'Would 


London 


MAY 11 
Risk 1998 

A strategy forum for top executive*, risk 
managers, compliance officers. 
KgDlaUJR sod professional advisers. An 
excellent panel hmoduces four 
diKaiDaaa in a programme presented 
by Chyfonan. Centre for the Study of 
RotreSU Innovation, Arthur Andersen 
and The Global Association or Risk 
Pwfteaiwti. 

Eoquiries: CilyforuBi 
Td: 01 225466744 
Fax: 01225-442903 

Eflusk 1061032Z70@Cotnpiwervexxxn 
LONDON 

MAY 11 -12 

MORE DATES TOR 1998 
Swaps Workshop 1 
.fcmxiiicttxy coxae far t rainee dealers, 
sales people, auditors, support staff. 
Cohere structure, use and valuation of 
swaps and overview of trading practice 
and essential nadmwtics. « Development 
of the marker • Interest rate swaps 

• C latency swaps - Swapped bond tones 
- Marie to matter ■ Documentation 
OufBae & further details avaflahle 
Contact: BPP Training ft Oa miian ey 
H± D171 628 8444 Fax: 0171 67»1S1g 

■erveeotn 

LONDON 

MAY 11-13 

Essential of Risk Management . 

• Rvwaril*. Itanre*. options, swaps aid 
gra t -tmed notes ■ Ovovjow of modem 
derivative* - Hedging & smefe portfolio 

• Bwtincat risk managemeai • Interest 
rate derivatives * Diversified portfolio 
using equity swaps • Investing m fixed 
income erneipng markets > Derivative 
^setttM Idti how to tvttid diem 

3 DAYS £975 + VAT 

Conucc BJsriualntemnloMl 

7H: 0171 628 4112 Fte: 0171 628 4! 13 


LONDON 


Conferences 

& 

Exhibitions 


anlTmtisb Power Industry 
Forum 98 - Senior Executives 
Prtnti2*8oa, Financing, 
Regulation, Projects (Gas & 
Electricity) 

KsvnolK MtfiBter Cumnur 
Ersumoc Mbtisby of Enatgy & 
Natural Resources. TEA$ BOW$. 
Undersecrtearite of Treasux 
InterGen, Ntebnal Power, NV 
Nederiandse Gasunie. GAMA 
Industrias, Shed ktiemallonal Gas 
Lta The Vfaftt Bank, KogHoidng, 
Kowtad Energy int, Stewart & 
Stevenson. Cfce Bacbic & Gas 
Co, PacfcCotp^ Taytor-D&Jonoh. 
ThB AES Cnpontiion, ABB Pltjed 
& Ttacte Finance. 

PteiMWCSE 
Phone: 00 31 302690863 
Fax: 00 31 » 2650928 
fgpJWwpennw wI curo pej c om 

Istanbul 


Conferences 

& 

Exhibitions 


MAY 18-20 

Understantting Derivatives 
Fundnaentite to Derivatives Mtftm. 
Bow to hedge or leyenip: exposures on 
totem) rams, c urrencie s, equities and 
commodities uiiqg: • Ftdures • Opdcns 
* Swaps -Swaption**. ‘Exotics. 

Recent mnova i ous in: ■ Value u Risk 
Models* Great RMt Deriv a t i ves 
3 DAYS £875 + VAT 
rviunii Bit dun I me mstk msl pic 
Tel: 0171 628 4112 Fuc 0171 6284113 

BHrf; rt i ri u w fflJ i d im <-nm 

LONDON 

MAY 18-22 

MORE DATES FOR 1998 ' 
Credit Analysis- Level IWo 

For those With a £Ood knowledge of 
accounting A u n deemntfag of fiamjat 
stslsmous. Gives oxm sophistkaied 
hnerpretutiM, cashflow analysis, 
uodastnfag • bunKa&pnbkn knn 
kfcntiffcaDoQ. - Risk. Eqnkfiiy A ccnqisuy 
dysantic* • £vriwstion of financial 

nifranfion ■ Qriiflnw - lM»»ip»T 

Qnqw-mennting & 
Creative accoaniag tecboiqod 


TH.0171 6288444 Rnc 01 71 67287818 

LONDON 


May 20th - 22nd 1998 

The MZkxmfcnn Ceoftreucr Centre, 
Gtawoter Hotel, Londoa 

Faperismtte 
btencL..iesnr tie facts at 


CyberPayments 5 Europe’98 


CaxwtdWoputiroBjupmdsQHtaste 
mquesmMhaatftgrlmdsrfFafHta 
mfimatihitoiBhite 
rmtir untere nt nrtianp 
Wbrid iwnned aqwts tin B* Eianpai 

pmHCM pb im eeUtog ratal hcUtag 
Enetypfon Md B dcacun tr; 
foaukammdGkMStadudl 


WCHAKE.BAmim 

fiaun 

laxta. a Cwtpao Couparr 

IflBHUBBK 

ETC Djtertnta Madoaa 


CYBER PRYHEHTSl" 


TawfhwrconHa 

MeMc Gsnmria it 44 (0)171407-5983 
Fur fiater 'adband Ml propwatiE doaDs 
vase topa9Wwwajtwaerieseoai 


Conferences 

& 

Exhibitions 


JUNE2-3 

Preparing for EMU: The IT 
Challenge 

Th» erere enables you to team from the 
experknee of practitioners, cstablixh ihe 
contribution IT can make to EMI) 
Strategy, and be folly briefed on all IT 
aspects of EMU. 

bnp^AvwwJxoiptaiw nt c flisH icexft^ 

Ibh 0181 879 3355 
Ftec 0181 879 1122 
EmmL- 

jsnejmlls^Niskiess-intolGgencexaiik 

LONDON 


P0WER-6QI Europe ‘98 

Enrapdfc topes) Utility Conference & 
Extinction far Senior Executives from 
Central, Eastern, Western Europe. 
Present! rip latest developments an 
strategies, trends, forecasts In the 
Power Generating industry. Over 
200 innovative presentations. 300 
exItiMors. 6500 conference detonates 

and visitors from 75 countries 
expected. Pius Deal makers Session 
generating fronting and Investment 
opportunities In Europe. 

Haratotaraatae 
ftnrtWI Enemy &U0Sy team 
Phone: +31 38 2H 0983 
Fat *31 30 2053828 


Milan, Italy 


JUNE 15 & 16 

The 3rd World Aluminium 

Conference 

Speakers confirmed for this event. In 
association with CKU IntcmsrionaU 
mriadc seotw executives from Mam 
Ahunluium 1 jwwnvt. Biffins Atunriniuin 
BV, Hydro Atunjkuwn Extnnon, Ktisef 
AJunrinnm. Alnirrira’uzn Industries SDN 
BUT, Ahmuu Inc end Ahmtiniy AO 
Contact: Luanda Rubens. 

FT Conferences 
Tek +44 111 896 2120 
Ffa:-f44 171 8963696 
Email: ffc^’petrson-procom 
www.fteenforenocuoai 

LONDON 

JLME22&23 
Tho 21“ Annual FT Worid 
Gold Conference 
Coafinned speakers include Mr Peter 
Fava, Chairman. LBMA. Head of 
Precious Metals, HSBC Midland; Mr 
Bobby Gotten, Owf Executive Officer. 
AagJogold; Dr Stewart Murray, Chief 

Executive. Gold Fields Mneral Services 
Ltit Dr Rudofflrink, Head of TVeasny. 
SteBCgy Divisico, Austrim Nariaml Bank 
end Mr John M Willson. President and 
anerExeemiveOflfaenRietrDonMlac- 
Cdntact: Saab Gibb, FT Canferenecs 
W +44171 896 26»Fbl *44171 886 206 
Email: arafaj@peanan-pnuxni 

BARCELONA 


Conferences 

& 

Exhibitions 


To advertise conferences, exhibitions, trade 
fairs, conference venues and training 
courses to approx 1.2 million readers 
worldwide. 

Contact Jade Sanderson on 
tel +44 171 873 3507 
fax +44 171 873 3098 


Financial Times 


SEPTEMBER 3 & 4 
FT Worid Aerospace and Air 
Transport Conference 
This event will examine the strategic 
imp I taisl o M of anpi ansobton and 
restructuring of foe civil and defence 
aerospace mudacturfagand civil oviniaD 

apnAen jwefcul* «aitnr 

executives from Airtxts Ind u strie, British 
Airways pic. Batique Paribas and 
CneAeid Cotiegc of AeronantiOL. 

Codtscc Ictanna Edwards. FT 
Conferences Tet f-M4) 171 896 2555 
Fax: (+44) 171 89^2696 
Email: fte®pearson-ptnxom 
wwwHtonferen ce s xran 

LONDON 


Intemttanl Real Estate Rnt 
Confarencs ‘Creating a Nbw 
Syoergr- Gtotal Partitmhfps 
in Real Estate Finance’ 

Sponsored by the Uortoaa* Barfcera 
AsseeUlon of America (Wfll Tho 
only Mafnolicuwf real okOub finance 
conterence dowted to mwtBape 
fktance profaeskxiata ban dnxons 
oi nam». Seastoua covet recent 
devetepmerte in the reaktottal and 
oomirwreU seem in enwgkip 
maiteK. tbpka Include imiftfetaraf 
aatvtty. oovemmani policy peopectiM, 
seeoreSary symens, UemetiMw! lew 
Income hearing, frmwan-e teennoioay 
end trade bnidea. 


LANGUAGE COURSES 


1W: 202881 6900 

Ak a»wor» 


Lorg 


Maui, Hawaii, USA 


To advertise in 


Language 

Courses 


Please contact Jade Sanderson 
on +44 (O) 171 873 3507 


PtanriigaCooferesGe? 

Today's UK sod international 
business meetings require 
the laiest in conference 
technology and equipment. 

CttPBTTER CfflOHJinCAIWS 

provides everyilring from 

LCD projecdon to 
safdBte Unk technology 
backed up by full technical 
and production support. 

Vtom pkamnt your next 
confereoxx, caR die experts. 

Costtacu Lin Stroad 
Tel: 0181 897 2736 
Fax: 0181 7397165 




FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer's language 
have made the 
difference ? 


Did your last meeting overseas go as well as you had 
hoped? No ? Why not? Did you lose om to a competitor 
who dfcf speak the language of fhe customer ? 
Don? let ft happen again - 

Call BERLITZ fbr details of 'Doing Business In' 
French/German/Spaniah NOWon 

0171 - 915 0909 
0121 - 943 4334 
0191 - 398 3907 
0131 - 329 7198 


Helping the World Communicate. 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3098 


a 
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BUSINESS OPPORTUNITIES 

HEADEKS ABE HECC*WBWS> TO SgKAPPHOPBlATCPBQraSSWmLAPWICE BEFORE B*TBBWOWtOCOIMTIB i nS_ 


MAJOR DISTRIBUTION CENTRE 

EDINBURGH - ADJACENT TO MOTORWAY NETWORK 

To lease, new on the market, 173,750 sq.tt. of Storage and 
Dtstrfcjuttan on a site of apprartmatety 6 acres. 

The construction b (dedfy su/ted fcx Muftt/Dedk:atec! space, 
customer storage and cSstrtbuHon. Sprinkler, crtarm and healing 
systems throughout. 

Very competitive package can be Quoted to Interested PLC's- 
BEECH HOUSE PROPERTIES 
BARNTON AVENUE 
EDINBURGH EH46JJ 
Fax 0131 336 1788 


Personal Numbers 
add up to 
a big opportunity. 


Everyone changing their telephone number is 
in the market for a lifetime 07000 Personal Number. 
7b benefit from this business opportunity, 
call The Personal Number Company now. 

07000 654321 


HexDle movement of 

numerous carriages 

MULTI-CARRIER- 

LINEAR-MOTOR- 

iTECHWOtOGT •] 

| Revokjtionary dk«a drive technology | 
lor newappScationa in conveying 
plants. cXstrfiutfng. sorting and 
mtoMdng syEffims, (akport) 
tnMgfR ftandfing, automation, 

industrial ovens, paper, 
textlfe and printing plant, 
toll manufacturing, etc. 

| A martWd ol carriages transport and | 
move tndMduaffy and open loop 
cpmayea. For extreme inaussrlal 
and open ak environments. 

For delate: 

«i«tho hnovanon^ilanung, 
Hanover Fair. ZO-25 April, 
H^ianso, lanoar.NOe. 

Tel +43 781 757W, Fa* +49781 25485 I 
I httpc/Nvww^nthon Juio/bnisc kner [ 


OFFSHORE 




2ND PASSPORTS 


Fit htahtrr tad fasmttar jorirr amurr. 

Peyotes Zb, Dirtcttr 
INTERNATIONAL COMPANY 



SERVICES (UK) LIMITED 
[Standbrook House Z< 5 Old Bond St. 
London. W1X3TB. 

Tel: +44 171493 4244 
Fax: +44 171 491 0605 
E-Mail: uk-info@tcsl.cam 
hnpV/www.icsl.coin 



Free Tdcpboee Calls 600k 

Nennxfc CD-ROM Sczvm 75® 
Windows 98 Guide I® 

Retail Massage Chain l65t 

Table Soccer Game 400k 

Oxford TV Channel 12m 

Internet Kiosk Software 20® 

bdepentafiTnvdkrVGohfe 125k 

Vamw Op** Repot fleam babes** 

[ m YOtroinatonbten 
Iplua&mtaikttaBqststsnaaccneL 


For a free trial, call 
01865 784411 




ASPIRING 

MILLIONAIRES 

Coll and Listen. 

Not MUM or franchising. 

Call 0800 542 1220 




PROJECT AND COMMERCIAL | 
funding available to UK and 
international ctients, 
Anglo American Group Pta. 

Tel: 01924201 365 
Fax: 01924 201 377 


Energy Management 

Top drawer consritancy requires 
additional Associates/Partners 
to earn minimum £l50k owr 
next 3 years. Fun support. 
Outflne details from ALP Rec. 

Con. quote CTR 1. 
Telephone 04228 562767 


BUSINESSES FOR SALE 


HUTA STALOWA WO LA STEELWORKS LTD 


Invitation for Negotiations 


HSW-Zaklad Hutnlczy Sp. z. 0 . 0 . of Stalowa Wo/a, Poland Invites investors to make capital 
investments in the operations of the company as part Df its restructuring programme. Zaklati Hutnlczy 
produces rolled, forged and drawn products from quality steels, based on EAF coupled with secondary 
metallurgy non-furnace processing technology and continuous casting. The company has years of 
experience In tire production of a wide range of steel products, of varying types, shapes and dimensions 
to a number of Industries. Company has been awarded the ISO 9002 Certificate by LRQA. The Company 
annual turnover Is sound USD 103,000.000. Written replies to this advertisement should be directed 
to me following address; 

Mr Marek Stepntowsld 
Member of the Board 
Director of Technology and Development 
HSW-Zaklad Hutnlczy Sp. z ojl 
37-450 Staknva Woia 
id. Kwfatkowsklego 1 
Poland 

Replies should be made by the 30* April 1998. The Information Memorandum and the detafls of 
further procedures will be made available to interested parties after signing a 'Letter of Confidentiality" 
and the payment of USD 600 to the following bank account at Bank Depozytowo-Kredytowy S.A., 
Department In Sftawa Wola No. 10701702-228-2221-0100. 

The company reserves the right to tennhiata negotiations without provftflng reasons 
and to extend the deadBne for repBes to this offet 


VC WISE 

fin Administration) 

Compact Disc 
Manufacturing Company 

□ Leading Manufacturer of Compact Disc's 

□ Two freehold p roperties at Merthyr Tydfil (7 (WOO sq ft) 

□ Modern C D pressing lines (100, OCX) cd/day capacity) 

□ Blue Chip customer base 

□ Turnover year ended March 1996 £6. 2 million 

BUSINESS AND ASSETS FOR SALE 


Geoffrey Martin 
& Co 


EDWARD 

SYHMONS 


Hxrfbcd Hook. Frognrac Sx. 
Brine) BS1 32 
Fax: 0117 927 2006 


Contact: Chris Price 


Tel: 0117 927 3454 




A, 






CHRISTIE &.C2 


Surveyors. V muers & Agents 


East Sussex 


NobsngHqms 
Segstbbed for 29 

* Weekly fees from £3034630. 

* Sabsantiil property w*h purpose 
Mlt wing, 8 pagan passenger lift 

* SufE fr wacr'j flal ptot demdmt 3 
bedroom coach home, site extendi 
D 3 acres (subject to nmyL 

£89S,Me FUZHOU) 

Ism km Office RefOOS/FTlW 

01712270700 


Middlesbrough 


Resodentul Care Houe 
Registered foe 10 EMI 

• ExccHau Rpundoo ia «rea widi 
good occapmcy levels. 

• 8 single and 1 twin bedroom. 

• Income year eod 31.8.96 £109271. 
£175,000 KREEHOIJ) 

Newcastle Office Ref 64/777660 

01912221740 


Dorset 


Nursjnc Home 
Regbieres for 27 

- Purpose bwti snxl ttadmg with 
unmg occupancy, 

■ Fee rouge Oil -£400 per raktenl 
per week. 

• 15 angle rooms and 6 doable 
room, some wuh to note pnmsKn 

■ Fes income from M ro age me ni 
Accoutre for 9 months coded 
313.97 E87.4J 8. 

£55WI® FREEHOLD 

Wnchrarr Office Ref SS/FT74854 

01962 844455 


North Somerset 


By Dkecuon of 

Coopers 

&Lybrand 

iJNDsri House Nursing Home, 
Yatton, Registered for 20 

* Passenger lifi. High Sheet Inctfioa. 

• 12 single sad 4 twin roams. 
•Manager ran. 

Offers owhed freehold 

Bristol Office Ref WFTHOS/R 

0117 9744566 


Cental Scotland 


Harviestqcn Cocxna Inn 

• Fully roftntibhed Id ontstanrfing 
eflccL 

• Ideally stowed between Stating and 
SL Androwi. 

• Bar. buffo, function suite. 10 en 

miff* i iuhih car put 

• Highly sought after. 

£445^89 FREEHOLD 
Gtujw Office Ref6BfFT4500* 

01412043000 


Middlesex 


Nursing Home 

Registered for 38 

• Quality pwposc buih privxe 
•tuning home. 36 single and 1 iwm 
bcdroocn. 8 perron [ttwnpr lift. 

■ Weekly fete from £329 to £323. 
with an average of £425. 

■ Draft fee income year end 31.3.98 
£757,417, ran by matron. 

£L4M,00fl IHEEHOLD 

Look*. Office RefOOS/FTIS42 

01712270700 


London 


Hotel, Bayswater, W2 

London 3 star standard hotel. 

59 en suite letting bedrooms. 

Refurbished to a high standard. 

Forecasted T/O to year end 31.3.98 £600,000. 
£4,750,000 FREEHOLD 

Contact Craig Mill ward 

Ref20/FT400 

0171 227 0700 


FOR SALE 

EX-MERCEDES DIESEL ENGINE PLANT 

Formally used in the production of 2,4 litre, 

4 cylinder diesel engines. 

Either as complete manufacturing facility or as 
individual component lines. 

INCLUDING: 

CYLINDER BLOCK LINE 
CYLINDER HEAD UNE 
CRANKSHAFT UNE 
CAMSHAFT UNE CON ROD UNE 
FLYWHEEL UNE 

For colour brochure and viewing arrangements 
please contact 


//ZWG 

Industries 

Industriestrassa 7. CH-3178. 
Bosingen. Switzerland 
Tol: +(41)31 7406000 
Fax; +(41) 31 7406070 
Email; j.moacke@zwg.com 


INDUSTRIES 

once 21, AcMlsos Bunding 
224 Arch. Makarios 111 Avanue 
3030 UmassoL Cyprus 
Tel; +(357)5 340638 
Fax: +(357) 5 340827 
Email; bany@j6k.com.cy 


Machine Tool 
Accessory 
Manufacturing Co. 

EsL over 20 yrs. 

Annual T/O: £5m. 

WM respected In industry. 
Established customer base in UK 
and overseas. 

Owner wishes to retire. 
BoxB3811. Hr wncM7tiBM.Ooa 
Southvnuk Bridge, London SSI BHL 


wmcfco M Jtxr 


BUSINESS 

| SALE REPOST | 

■ The No. 1 Indcpundant tetingof ■ 
1 modumo targe axnpanws for sale I 
kf the UK (T/0 floM-J. Now hcMre 
b EwopMn canpiaha lor MS 
| UK ra ceivetstilts. Fo r siO M 
!■ 0182^75 ■ 


SPECIALIST MANUFACTURER OF 
FROZEN CAKES, GATEAUX AND PASTRIES 

For sale as a going concern the business and assets of 
C&D Continental Patisserie limited 
(in Administrative Receivership) 

* Annual turnover per last audited accounts £1.8 million, 
a Blue chip company base. 

♦ 1.9 acres freehold site at Raddiffe, Greater Manchester 
including 26,000 sq. It manufacturing and freezer space. 

• Fully equipped manufacturing faeffity capable of significantly 
increased output 

♦ Skilled workforce. 

For further details contact the joint Administrative 
Receiver : Gerald Smith. Robson Rhodes, 

Cohvyn Chambers, 19 York Street, Manchester M2 3 BA 
ft: 0161 236 3777 Fax: 0161 455 3309 

ROBSON RHODES RSM 


Robson Rhodes a Kdbariscd by the IraMuie of Ounmd Accntxiiints 
in England and Wales to carry on investment business 


FOR SALE 

Leading publications in the 
leisure market 

Due to retirement of the proprietor, a 
wc opportunity bus arisen to acquire 
a leading buriness mngminr and 
anctitary publlcaikoxtathe 
spom/leiaire omfceL 
T/o approx £500k pJL 
Tte bmoen a tned * tm So* 
b she first durance, write 
Mark EDioa. Baker TUI y. 

UGkneegles Court, Brigtnon Rood. 
Crawley. W Swam RH10 6AD 

timerTilyO 


YOUR VERY OWN 
FAWITY TOWERS 

Leasehold business for 
sale. Family Hotel 90 miles 
from London. 

Owner retiring. 

Box B5809, Financial times. 
One Southwark Bridge, 
London SET 9HL 


PRIVATE BUSINESS RADIO - Smsfl 
London Band PJLR. Budnaia (or 
safe. Trurfiod and Sin^o Cftamla. 
Box B50O6. Financial Ttinas, Ooa 
Southwark Bndgo. Umdon SE1 9HL 


LEGAL NOTICES 


Chapter II 

Case No. 98-661 (PJW) 


IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

lore: 

PORTACOM WIRELESS, ING, 

Debtor. 

NOTICE OF A T imoN TO PURCHASE fRPfEW T 

PLEASE TAKE NOTICE THAT: ^ _ e- a. 

. L Iterate an order of the 

Delroraro (flic “BantnqXcy ComT) (Mod April 3, fthf *JJtAC Shm»"} 

•Debtor") is holding an auction for the pmtta* of 2,OOO.QOOA«* & *000000 dura of MAC 

m Mcfromadte Asa Corporation (“MAC") *nd wanarto to puretteK^ m additional^ 

conxxue atock with a itiflee price dfS4.00 per ritare Oho “Wan**** 7- 

2. The Ddxor wffl hold the Auction Srri^! 

if necmarv fixim day to day nntil co nx4«*rri , al the offices qfKIcfcr. Ttri_r^VDC^and 

v P c . < a^s.'!L t SS.^ 

•n <d«, b«d pnb .doit tei bVM W* “ 

ace«dmoewifli tee bMkfiag procedure* approved by fhe Court (d*^ ^rddmg ftoceduresT. 

Maricet Street, 60s Fkw; WOnd^on, Delaware 19801. 

4. A c— rtete cow of J rf the B8ddfa»g Precedro the ^ 

rostptWasL Asset Purdnse Ag r cre iet wttti VDC, « 

Debtor’s erjMSise, Ihm 00 Ddhwnx* Legal Copy ptO) 426-1500, or (b) the tidow-Ss«*d counsel. 
Dated: April 6, 1998 
Wilmington. Delaware 

BY ORDER OF THE COURT 

KLEHR. HARRISON. HARVEY. 
BRANZBURG & ELLERS LLP 
1401 Walnut Street 

Philadelphia. Pomsyfvania 19 102-31 S3 
(215) 569-6060 

Ann: Jeffrey D. Knrtzman, Esrpnro 


WALSH * MONZACK. RA. 

400 Coouneroc Center 
Tnelflh and Orange Streets 
P.O.Box 2031 
WitmmgUxi, DE 19899 
(302)656-8162 

ASk Francis A. Monaco, Jr^ Esquiro 

Counsel to tho Debtor and 
Dcbtor-m-Ponsetsion 


-end- 


Special Counsel to ti» Debtor 
and Debtor in Possession 


hire: 

PCHtTAOOM WIRELESS, 0*0, 
Debtor. 


IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

Chapter 11 

Case Nol 98-661 (PJW) 


ORDER SETTING DEADLINE FOR FILING 
PROOFS OF CLAIM AND INTEREST 

Upon oonridecefino of the motion ofPwtaCom Wireless, Inc. (the “Debtor") far an order fixing the 
deadEnetofikprart tf claim red itewcat (the "Motion"): aixl it appearing dad the cstabGdmeat rfa deattime 
ftrfiiggpmti c^damiand inlereit is in Our beat knerest of The DeUori citato, it ia on thia 3rd day of April, 
1998 ORDERED, in part: 

L Each entity and nidrridnal that tolda a prepetition danaagainri or admit in the Kbtor 

dull file a written proof of such daim or interest with IbeQerit af Ihe United Stales Baidtiuptoy Court Ar (he 
DirttittofDal«sntre(fhe* B snloiqil ^ CourtT) oatoeClakn Form on or before May 15 , 1998 (the "Bar Date"). 

Z Aprocf of damimut be filed prior to ffaie Bar DMe by those entities whose claim (a) 

arisa from die iqcctMofmaacntory contract or an unearned tease; (b)i« not Ktfed in tho Schedules, (c) ia 
feted mmnoomet amowd, (d) is Srtcd as tfi^idn^ oaringete or mtiqitiditod, or (e) ia tfi^puled as tmtd ia 
the Sriffdola nd desires to pntieqstes m fXuui CSnptcr 1 1 case and share m any datributian. 

3. Any adity which is Routed to fiie & proof of daim or ndcmt,biAv4»{aib to do so on 

wbdomtiieBarDrte 

(a) dull not be treated as a aeditor or atptoy security holder of tiie Ddtforftr 
die propose of voting sod sfiitribatian; 

(b) «hstl be Arever bund from 0) filing a proof of daim or uBerert; (H) 
mating such dahnaganotthe Debtor; pH) voting ou any plan or ]dans of reoqgamzatian filed in thii cam; md 
(iv) paifiripafri\g in any tfiahdiutwn in the Debtor*! Chapter 1 1 case. 

The Debtor and its prop e rti es shall be di sc harg ed forever fiam any and all indebtedaem, liability or 
rightto distribmJeain reject af sods daim erintereiL 

fa/ 


UNITED STATES BANKRUPTCY JUDGE 


Dated: Wilm i n g ton Delaware 

Aprils, 1998 

A COMPLETE COPY OF THE ORDER IS AVAILABLE UPON REQUEST, AT THE 
DEBTOR’S EXPENSE, FROM DELAWARE LEGAL COPY (302) 426-1500. 


FRANCHISING 


Do you just 
want to make 
a living? 



• Or build 
; a future? 


Print, Copying 
every buslnc 

And as an owner of a Kail Kwik Centre you will have 
the perfect introduction to all those businesses. 

So if you have £45,000 to Invest, the ability to manage 
your own team and enjoy dealing whh customers, 
caO ns for an Inform a tion pack quoting FT 1 4/4. 


FREEPHONE 0500 872060 


i&nffrik 

PRINT Cqpy D ESI C a 


Offices at: London • Birmingham - Bristol • Edinburgh 
Exeter • Glasgow - Ipswich • Leeds Manchester 
Milton Kcynes • Newcastle • Nottingham - Winchester 


FOR SALE 

BvciHzattiMi.GOKari&xn'K^ 

which b* located hi Kent 
Compflny achieved turnover of £1.8 million in 1987 and ia forecasting [ 
£3 mi Him in IDSL Company had A wry attractive forward order boek| 
and ■ well established reputation in its industry. 

Please reply toe Boa B5608, Financial Tiroes, 

One Southwark Bridge. London SKI SHL 


BAKERY 

Weii established and 
Extremely Profitable. 
Ongoing Management. 

Located Norm West. 

Sa'cs £l million. 
Fax - 01305 & 13522 


EASTERN EUROPE 

Well «ajt»ehe<l Agewy -Constancy 
sedoadditlond as&gnmerrts 
imeunr short o bng terra. 

CjSJLT f*P hmuiid ll'&Lli 

Thf liiuiJ. Sunn) link CTisc. 
MlttRbL E. Scwi TNCnnTT 
Td (iMBiniM Fiu 1 * 141.1 srr: I 


Tudor Dairies Limited 
Loseley Dairy 
Ice Cream Limited 

Both in administrative receivership 

77»0 joint sdminisiranve recovers. C K Raymenr 
and WS Martin offer/or sale the business and 
assBB of the above companies. 

a Manufacturer of own istef cb creams and mousses 
for many loading h&i street retaBors 
a Annual turnover ap pr o xima tely CtOmXion 
a Modem weR eounped 72000 square foot lapprox) 
freehold factory unis at SmutOndga, 

VJast Midlands 

a "Losa/ay* brand at pmrrwm ee cream products 
a 'Doyvtie’ brand 

For further information, please contact Kim 
Rayment at Ernst & Young, One Colmore 
Row. Birmingham B3ZDB Tel: 0121 232 4151 
or Fax: 0121 232 4448 

eBErnst&Young 

fep—riWM ■ ri w irf tr Inf bagaactfCixrwnJtema^ tm 

fig tori mb a, 


BUSINESS SERVICES 


STSTEM/EXECDTIVE OFFICE FURNITURE 

Direct from Italian Manufacturer . 

Up to 60% discount from R.R.P. 

Tel: 0171 295 1110 


To Advertise Your 

Legal Notices 

Please contact 
Melanie Miles on 
Tel: +44 171 873 3349 
Fax: +44 171 873 30S4 



NOTICE OF SELECTION 

The regional council Inlands 
to confer as per article 25, 
comma 1, of Regional law 
&ai993n.4S, and subsequent 
modifications, a professional 
consultation (advisor) for 
obtaining the rating. 

The companies interested in 
participating at the selection 
can collect ttte relative call 
for bids at the Settore 
Ammtnistraziofw Generate - 
VteFte9Chi,15- Genova, ftafy 
(TeL + 38 -10 - 5485231- 
Fax + 39 - 10 - 5485708). 

The offers must absolutely 
arrive within and not beyond 
12pm of 27/04/1998 at fh« 
Protocoilo Generals of the 
Liguria Region, addressed 
asfoflows: REGIONEUGURW 
SETTOREAMMNSTRAZJCNE 
GENERATE -Via Fleschi, 15- 

16121 Genova 

LRESP0NSABLE 
DB. PROCEO04SNTO 
Nicola Poggl 


LEGAL NOTICES 


BANKRUPTCY ADVICE 

• Pmcriod md legal advice n budauptcy tew and procedure. 

* Advkc in svohEng or objtcthig do banknqptcies in appropriate ones. 

• Advice U> tuatrapis lr dealings wi* OfRcwl R«civ«» 

and Private Trustocs n bmkmpKy. 

■ Most reasonable and competirive baurty charge nuts. 

THE BANKRUPTCY CLINIC 

43 lULANSGROV-E ROAD. EDCWARE,MlDnU3EX, HAS 6H2Td: «81KlOS4l 


HASLET SmEET 
PRESTIGIOUS BUSMESBCBdRE 
SantaaddBcaa. 

Busmen adttoss, Mepws, ten and 
enufl address wtt tree message uMtiq | 
aid handtoQ ol nnK. 
Bo a rir ocn andoOeesavtiUblatarlm. 
Phorw017iS3739D5,«AHl 
i2fwtay9eonpuseivacam 


Angen, Levin ABaUz 

OaBeteUQgnaVIlKUtem 
Cost Effective Rqpnaentetion 
ofQobal Oknlx in U5. Courts 
U^A offices ia New Yort 
New Jersey, Pennsylvaitie 
90&306.1500 fax: xl900 
EmmhA3ji@aagittalawxom 


Na 1340 of 1998 

IN THE HIGH COUKT OF JUSTICE 
CHANCERy DIVISION 
COMBINES COURT 

IN THE MATTER OF 
PALL MALL SERVICES GROUP 
LOOTED 
- 1- 

in the matter w the 
COMPANIES ACT 1«B 

INSERTION IN THE FINANCIAL TIMES 
Malice it hrretiy pm Au Ok Older rf tbe 
Itigb Own of lance tOuncey Divnien; I 
Aped 1996 cmfranmc the nedaeitaa of b 
capwl of tbt Jbwe mined C hiihh ftpm 
tlO/w moon f&dTMU net tfw IAim 
api'iovcd to BcCcun shoving wift g qiw 
■a 4e apfcil cf Ac Campniy » alined me 
severa l paiicafara roq rinxl by Che above 
mentioned Ad vw tc^ktued by flje 

RcgmraraTCoto(Hucion2 Afri 1498. 
DndbApra Vm 
NaUuiu M Wanren of 

50 Snvnoo Street. 

Lmt9B.WIXOOC 
Ref. RURZViGI73MM007 


tatbeUumoT 

BE 5 RES FHOBNHX FOUR PIC 

tedhuticHracr«rdK 
tiMbacf totcai Utt B8( 

cMBdit.UAlMi 


" « *» 4.10S. I Mb WSb W d 

gjSaasAnsvjs: 



CONTRACTS & 

TENDERS 
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CONTRACTS & TENDERS 



INVITATION TO TENDER 


FOR CONSTRUCTION OF 

BANK OF LATVIA NEW BUILDING 


D* Address 


2) « Tendering procedure 

Contact type 

3) b Site 


Bank of Latvia 
IC Vbldemirareh2A 
Riga. LV-1 030 
Latvia 

phOTr - +371 7022438, 

+371 7022271 

F*x: +371 702227; 


Restricted pioxdm: wnb pnspialifiaalwi 

Coastmction wort 
Riga. Latvia 

3* Nature and rxja« rfscivjcisT^nilxy ccnsmiaior of * new branch 
hiding for the Bank of Latvia, Riga. 
Tool building volume: about 503001s*. 

Timing 


Total «re«: 9.700nr 

Beginning. Man* 1999: 
Completion - April 20p1 


5) Legal form of Joint ventures Jointly liable under ■ fully authorised 
representative 

0>« DeadGne for filing the May 20. 1998 
prcqual Miration application 


*>)b Address 

61c Language of bid* 

Da Latest date for dispatch 
of tender document* 

8b Req uir ed g uar a nt e es 


9b Required evidence of tbc 
bidder qnattficatk® 


See Item ( 

Latvian/Et^iidVCcrnian 
August 17. 1998 

Oontnct performance bond of 5% of die 
total amount of contract Warranty bond of 
5% of the t«a] amount of contract 

The foOowing Inform fliion 
shall be submitted as evidence of 
expertise, capability and reliabfliiy: 

■ balance sheets for die but three years 
ac c or ding to Councfl Directive 93/37EC. 
Article 26UXW. 

•e Ha of projects completed ewer the last 
three years equivalent to the wort » be 
performed mdieating the customer/ 
•eroding authority, the value of ihe 
cantrad. tfae archbeci, and work 
performed together with other 
ccutractois: 


10* Award criteria 
lib Other informalJon 


■ a sMemejjt outlining the technical 
ms at die bidder's disposal; 

• a tin of penanel available for 
Eupervisk*LttdinjcsltBipp«tand 
performance of wort cat the construction 
rile: 

- a sfflKnjaH from a professional or mate 

master, or a Chamber of Industry sod 

Commerce register fram the 
dmioMoeaziao of ibe company 
headquarters; 

•a certificate of luembentiip in any 
professional association; 

• a statement from the state authorities 
evidencing complete settlement of taxes; 

' a proof of experience to ttnstructicti of 
bttlks and/or other technologically 
complex projects; 

» a tfceacc for per f orming wort io Latvia 
(a copy if soefc a licence has already been 
obtained); 

• mdkarioo of roadmen to cooperate wfch 
Larrian companies as subcontractors; 

• experience in writing abroad, evidence 
of an intematiooa] office. 

Price. qasfiqr. economy, see hem 9b 
requirements for bidder qualification 

On tender procedure, see hem 1 for 


J. Kozlovsfck. Construction Department, 
phone +37] 7022438, fax: +371 7022271 

On technical cmaeffi. see tom I for 
address 

M. Rntta his , Cons t r u ction Dqanst&il, 
phone: +37! 7022438. fiuu +371 7022271 

Tender Supervision bu tmfl ion: 
Complaints Ccmtnissmo on Government 
and Munknpal Procurement, 

Republic of Latvia Mnriitjy of Finance, 
StmDfu ids I, Riga. LV-1050 
phone: +371 7229773 


Contract shall be awarded pursuant to the Republic of Latvia legislative ads and, in addition, 
to the German legislative act “Vmiingungsordmmg fib- Bauleistungen' 1 (VOB) 


NOTICE OF INVITATION TO TENDER 

The Ministers of Defence of France, Italy and the United Kingdom of Great Britain and Northern Ireland have agreed to proceed with 
the tripartite programme (known as PROJECT HORIZON) for Ihe design and construction of anew class of frigates, to be known as 
tile Common New Generation Frigate (CNGF). The Programme Memorandum of Understanding (MOD) for tire project was signed 
on 11 July 1994. The Project is managed on behatf of the three nations tqr a Joint Project Office (JPO), located in London. 

The JPG’s Prime Contractor is Horizon UVC Ltd, which is responsible for the competitive procurement of Praputston Items for these 
warships. As far as possfcle and where it is adequately available, competition wffl be sought amongst the industries of the participants. 

Notice is now given to Interested parties of the intention to request Tenders for the following Propulsion System components for the 
Common New Generation Frigate: 

1. Electric Propulsion System 

2. Diesel Generator Sets 

3. Propulsion Diesel Engines 

4. Reduction Gearing 

Statements of Interest should be sent, to active by 24 April 1998, to the address given below: 

Horizon UVC Lid ' ? 

For the attention of the Commercial Manager 

200 Grays bm Road 

London WC1X8XZ 

Tel: +44171 5438800 

Fax: +44 171 543 8801 

The outer envelope ot the response te to be matted “Propulsion Item Statement of Interest". Responses are to ireficate against which 
Propulsion Item the expression of interest is registered, and include, as a minimuni, details of: . 


Company Structure, main shareholders, organisations and financial accounts for tha previous 3 years 
Qua8tyaocrecRtetfon{ISOandAQAP) 

Production rate achieved in the last three years - Production Capacity 
Experience in the supply of slnffiar equipment 

Commercial and Technical points of contact - (Address, fax no., telephone no.) 

Confirmation of appropriate security classification In respect of supplying defence equipment 


a. 

b. 

c. 

d. 

e. 

f. 

Interested Parties shoidd note that the UVC, based upon the information suppled in response to this Notice, reserves the right to: 

a. satisfy itself as to the technical and financial states of any company or other organisation before ft invites tenders, and 

b. restrict the marfoer of compantes/consortia invited to tendec 


REPUBLIC OF LEBANON 
MINISTRY OF MUNICIPAL AND RURAL AFFAIRS 
COUNCIL FOR DEVELOPMENT AND RECONSTRUCTION 
SOUD WASTE /ENVIRONMENTAL MANAGEMENT PROJECT SECTOR 
INVITATION TO TENDER 
Cezhs of ZAHLE, BAALBECK and HERMEL 
Package* 1, 2, 3, 4 and 5 : Supply of Coflection and Cl taming Equipment 
and the Equipment for the Operation al two Landfills and Transfer Station 
The Republic of Lebanon baa received a loan (No 3899 LE) from the International Bank for Reconstruction and 
Development (IBRD) towards the ant of improvement of the solid waste management sector in Lebanon (SWEMP) 
and it is intended that parts of the proceeds of this loan will be applied to eligible payments for the Supply of 
Collection and Cleaning Equipment and the Equipment far the Operation oT two Landfills and Transfer Station for 
the Cazas of Zabfe, Baalbedt and HermeL 

The Republic of Lebanon, represented by the Ministry of Municipal and Rural Affairs and the Council for 
Development and Reconstruction (CDR), invites sealed bids from eligible contractors for the fallowing : 

PACKAGE 1 : Supply of 465 waste galvanized container* (volume 300 14 and 882 waste galvanized containers 
(volume i860 or I100L). 

PACKAGE 2 : Supply of II waste collection compactor tracks (capacity 5 m 3 ) and 20 waste collection compactor 
trucks (capacity 10 m 3 ) 

Supply of street sweeping mobile equipment, namely 12 pVck-ap vehicles. 3 utility trucks, 2 
mechanical street washing / watering vehicle, 2 mechanical street sweepers , 1 wheel loader and 3 
water tank trucks. 

Supply of transfer mobile equipment, namely 1 transfer truck and 1 transfer trailer. 

Supply of landfill mobile equipment, namely 2 landfill compactors, 2 track loaders, 2 wheel loaders, 
2 utifity tracks and 2 water tank tracks. 

Thu project will be administrated by CDR based, upon the World Bank’s goidettnes and the packages win be 
gepamtely and distinctly. Contractors can acquire the bidding documents and bid far one or more of the 
above-mentioned five packages. • - ■ 

Contractors who have already , undertaken similar projects are tainted to apply far one or more of the above- 
mentioned and will be subject to post-qualification according to the criteria stated In the bidding 

documents. The bidding documents will be available for collection at CDR offices against the sum of U5S 200 (two 
hundred) for each package in the form of a banker’s certified check in the name of the Comal for Development and 
RecBBStractiM a* of Tuesday 14th of April 1998 and are to be returned before twelve o’dock noon (Beirut local 
time) on Mcaday 1st of June 1998 at tb* following address: The Council far Development and Reconstruction - 
T*net el SeraU - Beirut - Lebanon. 

nnentam will take place at the CDR on Monday 1 st of June 1998 at twelve o’clock noon ( Beirut local time), 
tatormstion may be obtained ftw; The Council for DeretopmeiKt and Reconstractfam Taflet el Serad, 
SSh? S 961-1-981431/2 - 981253 - 543980/! Fax: 951-1-864494 -M7M7 , 
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ECONOMIC & FINANCIAL SERVICES S A (formerly GREEK EXPORTS S A) 

ANNOUNCEMENT 

FIRST INTERNATIONAL PUBUC AUCTION TO THE HIGHEST BIDDER 
FOR PURCHASING THE ASSETS OF 
GEORGE DOURANDAKIS HOTEL & TOURIST ENTERPRISES &A. 

ETBA FINANCE ECONOMIC & FINANCIAL SERVICES SA (formerly GREEK EXPORTS SA), established in Athens (1 Eraiosthenous 
St ), as special liquidator of GEORGE DOUROUNDAKIS HOTEL & TOURIST ENTERPRISES SA which has been placed under special 
liquidation by Decision No. 170/1997 of foe Appeal Court of Crate and within the framework of article 46a of Law 1892/1990, as 
supplemented by article 14 of Law 2000/1 891 as in force today 

ANNOUNCES 

a First International Public Auction to the Highest Bidder with sealed, binding offers lor the total assets of GEORGE DOUROUNDAKIS 
HOTEL & TOURIST ENTERPRISES SA now under special Bqtadation. 

Summary description of the company and Its activity 

GEORGE DOUROUNDAKIS hotel a TOURIST ENTERPRISES SA owns and runs the B Class VRITOMARTIS hotel complex In the 
Hora Sfakion area of the Prefecture of Chants, Crete, situated on a plot of land 27,800 m> in area and with a capacity of about 161 beds. 
The hotel unit consists of a two-story central central building with a basement and a total area of 3^75.68 m* and 8 bungalows with a total 
area of 1,471 m* Roads have been bi4U In tha surrounding area as wei as two swimming pools, a tennis court an open-air theatre, 
biological sewage treatment a water storage tank, etc. More Information and a detailed description are contained In foe Offering 
Memorandum which is avafable to Interested parties. 

Terms of the Announcement 

1. The auction will be conducted in accordance with foe provisions of article 46a of Law 1892/1 990 as supplemented by article 14 of Law 
2000/1991 as currently In force: the terms contained in the present announcement and the terms contained in the Offering 
Memorandum, regardless of whether or not they are repeated in foe present The submission of a btnefing offer Impfiee acceptance of 
all these terms. 

2. For a fuller awareness of the company for sale, interested buyers are invited to receive, on signature of a confidentiafity agreement, the 
detailed Offering Memorandum and ask for any other Information. 

3. In outer to participate In Ihe auction, Interested parties must submit a sealed, binding offer to the notary public assigned to the auction, 
Mrs. Ioanna Christo u Balanga-DourandaM at Hora Slakion, tel (30825) 91303 by IShOO noon on Tuesday, 5* May 1998. The 
submission of offers should be made In person or by a legafy authorised representative. Offers submitted beyond the time limit wfll not 
be accepted or taken into consideration- Offers must not contain terms upon which their bindingness will depend or which create 
vagueness with regard to the amount or the method of payment of the offered price or with regard to any other essential points. The 
liquidator and the creditors maintain foe right, at their incontrovertible discretion, to reject offers which contain terms and exceptions, or 
consider than to be rton-comalned, in which case the offer remains binding with regard to foe rest of its content. 

4. Offers must be accompanied, on penalty of cancellation of the offer, by a tetter of guarantee from a bank tegatiy operating in Greece, to 
the amount of fifty mil lion drachmas (GDR 50,000,000) as per specimen contained in the Offering Memorandum, valid until its return 
to the guarantor btmk and guaranteeing both foe substance of the (titer submitted and any improvements made to it 

5. The offers will be opened by foe notary in ha 1 office at 14:00 hours on Tuesday, 5“ May, 1998. Interested parties who have submitted 
binding oftera wifofo the time limit are entitled to attend the opening of the offers. 

6. Offers must specfficalfy state foe offered amount foe time and place of payment and in the event of part payment on credit whether 
. this w* bear interest or not, foe Interest rate as weB as the safeguards lor final settlement 

7. Essential criteria for evaluating foe otters are: a) the size of foe amount offered, b) Ihe guarantees provided for settlement of any 
balance on credit and foe fulfilment of other terms, c) foe reliabffity and credft worthiness of the interested party. 

8. For all the above points as well as for the remaining terms to be apeed upon, foe buyer must accept penalty clauses, additionally 
covered by property or other securities, which will guarantee compliance with the terms agreed upon. 

9. The elements which make up foe company's assets shall be sold "as is and where is' and, more specifically, in their actual and legal 
condition and at the place where they are situated on the day of signature of foe sale contract The liquidator and the creators are not 
responsible for legal or actual defects or deficiencies of any kind of foe assets for sale, nor for any incomplete or inaccurate description 
of them in the Offering Memorandum. Interested parties should, with their own means and dUigence and at their own expense, took into 
and form their own assessment ot the objects for sale. The submission of an oHbt implies that the interested party is futiy aware of the 
legal and actual state of the objects for sale. 

10. In the event that part payment to on credit, the present value will be taken Into account in evaluating the offer, which wfll be ca touiqte ri 
on foe basis of the interest rate in force, at the time of submission of the offer, lor Greek Government bonds of one year's duration. 

11. in the event that the person to whom the assets of the company tinder fiqtadation are adjudicated tails In hb obOgation to appear at the 
time and place specified in the liquidator's invitation. In order to sign the relative contract In accordance with the terms of foe present 
Announcement and of his offer, as finally composed, then foe guarantee, as above, is forfeited In favour of the liquidator and foe 
creditors In order to cover afl expenses of any kind, time spent and real or paper losses sustained, with no obligation to provide proof of 
such, and consider the amount as a penalty clause and collect it from the guarantor bank. 

12. The liquidator bears no responsfaTity towards participants In the auction, both with regard to the report assessing foe offers or to his 
proposal of foe highest bidder. Also, he Is not fable end has no obligation to foe participants in foe auction In the event that the auction 
is cancelled or declared nun and void If its result b deemed unsati sf ac to ry. 

13. Those parties taking part In the auction and submitting offers do not acquire any right, claim or demand from the present 
Announcement and from their paiticfoation In the auction, against tha liquidator or foe creditors for any cause or reason. 

14. According to para. 13 of article 46a of Law 1892/1990 the sale contract and foe necessary transfers accruing from it and any other 
relative transaction are exempted taxes, dues or state or third party rights or stamp duties, while foe rights and fees of notaries, 
lawyers, supervtoors and mortgagors are restricted to 30%. Any expenses incurred In the sale ot the assets (VAT, the fees of lawyers, 
notaries and mortgagors, judetery supervisors, etc.) rights and other expenses are to be borne by foe buyer. 

The present was drafted in Greek and translated Into English. However, In the event of differences occurring to translation, the Greek text 
win prevail. 

In order to obtain the Offering Memorandum and for any additional information, please apply to the offices cd the flquldator 
^E^^wtotaa^^Cof^rforteuSteM^is/l^p01)^rei0^26re«^ito^x(301) 7260864. 


UNITED NATIONS 



NATIONS UNIES 


SALE OF PROPERTY 

The United Nations has for sale an aircraft deicing 
truck, make “SCANIA", manufactured In 1994. This 
vehicle Is a part of surplus equipment of the former 
United Nations Transitional Administration in Eastern 
Slavonia, Baranja and Western Slrmium (UNTAESJ. 
The vehicle Is available for viewing at the former 
UNTAES Logistics base in Klisa, Croatia. 

All Interested parties are invited to submit their bids 
in writing or by fax no later than 15:00 hours 
Central European Time (CET) 
on 22 April 1998 
at 

United Nations Civilian Police Support Group 
P.O. Box 187, 31000 OsQek, Croatia 
FAX No.: 385-3 1-135-64 52 
Attention: Mr Florent Coutu 


Water Industry Act 1901 Seetums 7 &8 

Application far Variations of Instrument of Appointment 

Wkter and Sewerage Services: 'Bdworfa Garrison, ^ Wiltshire 

On 6 April 1986, Tbarnn Water UPUtjea Loedtod {TWUld of 
G ai nsborough Honan. Manor Farm Road, R a iding , Bethtorfre 
RG2 0JN made applications pursuant to Sections 7 and 8 of the Act to 
the Director Genoal oTWater Services fra: anch licence Variations as 
might be necessary to enable TWUL to become tha water and 
aewmagE undertaker in respect of Tfdworth Garrison, Wiltshire. 

The area defined in tha Application ia shown edgnd blue on a plan 
which has been lodged with the Office of Water Services. It eadndre 
certain areas edged red and marked *W where Weeaex Water 
Services Limited currently soppily water and Beweraga services. Hie 
application is made in the drcmnstancoa referred to in Section 
7(4 Kb) of the Act, where sons of the premises within, the Defined 
Area is served by an existing Appointed Undertaker. 

This Application is supported by the MoD, -who currently operate 
water and sewerage services within the Garrison and surrounding 
area. It fellows a publicly advertised call for competition, as a result 
of wh ich a Contract for provision of the eervicee has been awarded to 
TWUL. 

Further details of the Application may be obtained from 
Mr L E W ill in mu at Thames Water Utilities Limited. 

J KBOUDIER 

Regulation Director 
Thames Water Utilities T jnritwt 


INVITATION FOR 
EXPRESSIONS OF INTEREST 

SILVERDALE COLLIERY 


Sflvanlale Mine Limited has served Notice of their intention to 
surrender their Section 38(2} licence which was assigned to 
the Company by the Coal Authority in 1996. The surrender of 
foe Hoence win taka place no later foot the end ot 1998. 

The Authority hereby advertise for expressions of interest fn 
the mine. Firm expressions of Interest from prospective 
operators must be received within 7 days (is by 21 Aptfi 1998). 
This date will not be extended, nor will any further 
advertisement appear. Any expression of interest will need to 
ktonttfy the nature ol the proposal, company stiuduro, together 
with the avafiabflfty of expertise and financial resources. 

Expressions of Interest must be delivered to> 

Llcensing Department 
The Coal Authority 

Bretby Business Part 
Ashby Road 
Burton on TVent 
Staffs DEIS 0QD 

Fax No> 01283 553260 


SHELL U.K. LIMITED 

PUBUC NOTICE 

Shell UK have sutxniacd a Dc conimto iQning Programme for (he Brant Spar 
oil storage and ranker kwfing facility K) the Department oTTrade «ud Industry 
for approval in accordance with the provision* of die Pemdeini Act (19671. 

It is ■ require menl of the Act that interexi parties be consulted on 
decommissioning proposals. Sbcfl UK hereby gives notice tbu Ibe Brent Spar 
Pecom misswnBig Pro gramm e am be viewed ai the totonet address: 

HTTT^/AVWWSHELLEXPR OJRENTSPAR.COM 


Alternatively a hod copy of die Programme cm be Inspe ct ed by appointment 
at Ibe following [ora ti ons during office hours: 

Brent Spar Pngect Office 
Shell UK Exploration and Production 

Sea/vdd Bouse. Ml of Rubklaw. Anderetxi Drive, Aberdeen ABI5 6BL 
Contact Undacy McKay 00 01224 SI 3152 

SbeH UK EipJoratioa and Prodnakw 
Shell Met House 
Strand, London WC2R GDX 
Coatacc Cynthia Harrison 0171 2574669 

Brent Spar Project Office 
Wood-CTMC, do Global Meritimc AS 

Lagervden 12C, PO Box M34. 403? Pena, Near Stavsngtx; Norway 
Contact: Brigitte Stoeveiano on (+47) 51 8167 77 

Representation regarding the Dccanuniuioaing Programme tdwuld be 
submitted it writing id Shell UK's offices at Seafield Boose m Aberdeen by 
fr-Mayim 


businesses wanted 


[UK Company is interested to acquiring 

Imtiriiw^or Europe) or vaNe ratotod product in« to the Wtowlng 
Industries: • 

• * .' pBtetihemfcfll- On Shore -0« Shore 

•'.* Cryogenic 

• Defence 

• pharmaceutical 

, • Pood & Beverages 

Rasas reply in strictssl conbdatXM to: „ iflUl 

Box BB 807 ;FStiantiN Times. On® Soufowaik Bridge. 


TAX ADMINISTRATION REFORM CONSULTANTS 

CENTREBOARD OP REVENUE (CSS) GOVEENMM OF PAKISTAN 

The Central Board of Revenue is seeking (tmder a proposed World BanWPHRD funded project) Expressions of Interest by April 26, 1998, 
from .Consulting Finns with cross comity ex p e rie n c e (specially developing countries) in advising Govemmcm/Tax Authorities on Tax 
Adminltfnitina Reforms for enhanced revenue collection, efficiency and facilitation through ffM«fnifMiigti/ftBr«iw and eomrOimeiuarx 
ITmivoort. Interested firiiK (1/ must provide mform a thm indicating that they are qualified to perform the Services (brochures, description of 
similar assignments, experience in similar eorufitioni, kvaDabolity of appropriate skills arooog and (n) obtrtin further information from: 

Mr Riaa A. Matik, Secretary. Restructuring Commiltee. 

Central Bovtl of Revenue. Irfamabiid. Pakistan 
TO: 92-51-9207472 Fax: 92-51-9205308 


APPOINTMENTS 


RESEARCH ANALYST 

This leading incemaiionil imrstmeat company rMjnnw a Rraemii Analyw » 
specialise In Middle Eastern and Eastern European equities. The position 
requires previous experience gained with a nnanent hiwitutiao in Eastern 
Europe or the Middle Gut. a hinoricaL political and eco n omic knowledge of 
these regions as well as substantial experience gamed with a leading US. 
financial bouse. Applicants educated to Masters degree level with 
specialisation fat relevant disciplines and 4-S yean' minimum overall wort 
experience in research, covering Eastern European and Middle Eastern 
emergin g marten, must also be fluent in Turkish «d a European language in 
addition to English and possess excellent computer programming and 
spseadshcet dtiDa. Sdary negotiable. 

Please write, enclosing fuU curriculum vitae, to Box A6U9, Financial Tiroes, 
One Somhwart Bridge, London SE1 9HL 
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CURRENCIES & MONEY 


Battle over yen 


POUND SPOT FORWARD AGAINST WE POUND 
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By Simon Knper 


This week could see 
policymakers and Investors 
fight a battle for the yen. 

In Washington tomorrow 
the Group of Seven Industri- 
alised nations may seek to 
boost the Japanese currency. 

Last week Japan and the 
US appeared united in sup- 
port of that policy. Late in 
the week the Bank of Japan 
Intervened to support Its 
currency and Robert Rubin, 
US treasury secretary and 
usually the apostle of a 
strong dollar, said he backed 
the move. 

The currency Jumped more 
than Y3 against the dollar 
on the intervention and his 
comments, but still went 
into Easter at around Y130, 
near the bottom of its range 
of the last three years. The 
Treasury was at pains to 
point out that there had 
been no change to its policy. 

The G7 appears to think 
that a stronger yen is good 
for the world. The rest of 
Asia may already be sinking 
into recession, and if the yen 
falls Japan is likely to buy 


fewer Asian exports. Worse 
yet, a slide in the yen could 
prompt China to devalue the 
yuan, setting off a new wave 
of Aslan devaluations, says 
Paul Meggyesi, senior cur- 
rency economist at Deutsche 
Morgan Grenfell. 

In addition, US trade is 
becoming an issue again. 
The Asian economic crisis 
could raise the American 
current account deficit by 
$40bn over this year and 
next, the Organisation for 
Economic Co-operation and 
Development said last week. 
With recent signs that US 
domestic demand may be 
slowing. Mr Rubin may want 
to help American exporters. 
Many market economists 
therefore expect the G7 
meeting to end with a state- 
ment of support for the yen. 

However, such a statement 
would fly in the face of eco- 
nomics. The US economy is 
still robust; Japan's may be 
on the edge of recession. The 
fundamentals cry out for a 
weaker yen, but Tokyo and 
Washington have shown 
that together they can over- 
come economic data. 


Em* 


Marta 


Dank 

AM 

fiance 

Sarny 

Ban 


MoOd 

UK 

Ea 

SDRt 


(Set) ZMUQ 
(BFlJ 6ZJS8B 
(DR) urns 
fm 92377 
m WLtfiBB 
EH 10431 
PA 530705 
(K) 1.2076 

t) 300032 
(LPrj 627588 
fl 14264 

m 116166 
ft mass 

rw 238.100 
TO) 711217 
(SFr) 22256 
63 

- 15338 

- 1346000 


-00051 006-169 
-003# 993- 183 
-00019 001-069 
-03018 321 -432 
-40025 954 - 018 
-MOM 416 - 443 
+1.529 542 - 668 
+00002 065 -066 
-966 4Z0 - 844 
-QIQBB SB ■ 163 
-03015 250- 277 

- 0 jm 105 - 226 

+4434 769- 167 
-0098 810-389 
-00903 155-278 
-00037 d» - 208 

-00014 329- 347 


Martin 

Bad 




MOSCS 

US* 


EarittHca 


1.8891 -00042 088 

13016 -03056 012 
03840 -00032 838 
143062 -10355 996 
13093 -0009 690 


019 

864 

125 


Hong Kuof 


m 

w 

(369 

m 

ora 

90S 


SHdJVatta ^ 

Shown TO 

Sort Africa n 

Son Korea (WnC 

Teton TO 

DM B> 

ttankr*pr9.atHAr« 
■asm uans. nat 


23475 

123342 

601232 

Ban 

216385 

01012 

33221 


02606 

265+1 

64105 

234270 

553611 

605197 


-0301 461 
-00424 306 
-01536 324 
+43949 603 
-1.726 969 
*00395 752 
+OOOM 197 
+43105 082 
-00196 594 
-03105 504 
-00232 051 
+19.42 904 - 665 
-01054 687 - 835 
-00416 593 - 800 
■dSMM tW 



214006 

21.3400 

99 

214056 

35 

2D4B62 

33 

1025 

touts 

fie ft} 

62J488 

629033 

625611 

35 

B2-T754 

27 

685941 

33 

1014 

B«raa 

BFf) 

I1jB420 

115001 

115632 

36 

115014 

95 

113515 

30 

1834 

Uffimul 

on) 

vm 

02321 

92083 

98 

9151 

98 

ngggg 

93 

004 

Mart 

w 

1U367 

18.1054 

191656 

35 

191018 

38 

94605 

33 

1054 

Ran 

ff) 

90939 

30410 

34033 

98 

30143 

38 

29425 

33 

1025 

tommy 

w 

533014 


539645 

-4.4 

SIMM 

-42 

549343 

-95 

591 

fine 


1£108 

12065 

113066 

14 

14036 

13 

1.1612 

22 

825 

toted 

oo 

38H55 

300420 

300151 

14 

2889,7 

£2 

2925.44 

27 

791 

m 

« 

628480 

625983 

625611 

34 

62.1754 

97 

605941 

93 

1014 

matoag 


34384 

3.4350 

34152 

90 

339H 

18 

33119 

33 

1014 

tomtom 

n 

12591 

124056 

1258 

35 

12511 

33 

122594 

25 

994 

toray 

m 

312795 

311269 

311-245 

25 

303427 

28 

tt; - gw 

91 

91.1 

AH * * 

» 

259190 

257410 

237495 

25 

25&209 

20 

258433 

30 

763 

tort 


111853 

131195 

13.0399 

24 

tiaw 

24 

127951 

25 

860 

Sffffte 

TO) 

2J32D 

25243 

25129 

0L0 

24882 

99 

23311 

U 

1061 

SMZRM 

PM 






- 

- 

- 

1073 

IK 

0 

1J537B 

15323 

15297 

12 

15217 

32 

1.077 

34 

- 

Ea 

- 

■ 


' 

“ 

_ 


“ 

" 


ant 

total 

" 

18734 

14646 

- 

- 

- 

m 

- 

- 

- 

AQrtka 

Pans 

150G3 

IMS 

- 

- 




- 

* 

EteDK 

m 

23964 

23767 

23793 

24 

23692 

VS 

23303 

23 

828 

canto 

S3) 

14Jt125 

14.1704 

145573 

-125 

144781 

-121 

154999 

-128 

- 

Kbbd 

flto Peol 

15737 

14660 

14668 

14 

14819 

14 

14433 

14 

1093 

usa n 

Funcmudk tadMMca 

25621 

25416 

25422 

25 

25313 

25 

24857 

24 

8 62 

toa 

TO 


- 378 1238V 123187 123158 M 123969 13 133291 -07 


663130 

13013 

216360 

63791 


613575 

62767 

2.7090 

64271 


55.13 


6.1546 - - 

213310 214345 69 

6.0362 6.120 -SI 

33126 30274 -21 

617361 -9.7 
52545 12 

23464 2JSS3S U 
63968 6493 -SI 

2311.40 

543490 553628 00 

68.7740 B7448 -93 


ttafl Hng 

tab 

bad 


21135 63 201.955 

S1B53 -42 63119 -05 

3037 -23 33638 -14 

643282 -102 697238 -103 
62425 12 S1955 13 

im 03 23333 03 

sms -33 83501 -52 


65 1164 Japan 


973 


553831 
6S101 1 


0D 553221 Ol 
-93 713068 -02 


an ■« tat tae Wta on Staten mb nfcritad fit to M * Etote toe a 


TO* 


(W3) 

(Paso 

CM 

TO 

m 

OM 

TO 


7 an IW part Mr w a teMta raw nan ora tot 

*r W Ban aanpa Wba Bta alar, lid M ntaa nri i 

■men &» «■ kb rat* tar an f.t 

Be actsqa mm grtra k an tan arttk ■ an k 


SO* AMa 
Sort Km 


128283 

+90384 224 - 301 

12/8750 

124001 

375970 

+9102 870 • 270 

877270 

37.5581 

85313 

+90206 503-S23 

85019 

89398 

65340 

*40182 316 - 365 

55573 

15250 

91807 

+45177 087- 107 

91347 

84392 

14238 

+90054 Z25 - Z3S 

IMS 

1J7S6 

717430 

+141 HO - 980 

319320 

319480 

15823 

-04046 813-833 

13833 

1J7W 

180140 

+525 000 - 200 

1907.20 

180000 

375070 

+9 HE 670 - 270 

37.7210 

37558) 

24025 

+90054 52l - 531 

20608 

20482 

75582 

+90183 557 - BB7 

73812 

7A431 

186400 

+0446 800 - 000 

187220 

189800 

134520 

-+445 470 - 770 

165.150 

154470 

74808 

+40065 583 -633 

7.9030 

74583 

15130 

440025 125- 135 

urn 

usix 

15693 

-40052 690 - 695 

14737 

14660 

1.0983 

-40025 878 - B8B 

10888 

14848 

0.74710 


- 

- 

84899 

+90008 990 -999 

98999 

04999 

1.1392 

+40001 391 -392 

1.1392 

1.1301 

1.4280 

+40026 283 - 288 

1.4288 

1.4245 

95105 

+40065 080 - 130 

15170 

84080 

15261 

+00041 258 ■ 257 

1,5342 

15200 

77485 

-aan 475-405 

7.7495 

7.7475 

304125 

+90325 OOO - 250 

390250 

395320 

3JH6 

+40685 509 -602 

17788 

16865 

128450 

-0625 400 --500 

129400 

127.600 

34550 

+9085 408- 700 

3.7550 

34050 

141M 

+90085.093- 116 

T.011B 

14825 

374750 

+9125 000 - 500 

37.3500 

374000 

97308 

+90001 504 - 507 

17SB7 

1750* 

TJ9E0 

-907/3 880-820 

7.6200 

74850 

64385 

+9002 380 -410 

54418 

54400 

140950 

+18 200 - 500 

140740 

138240 

324S75 

+90405 950 - 000 

334110 

324440 

394800 

+91 000 - 000 

495600 

393100 


OH HHHfe 

Rrt MS 

Taman 

Rrt 

ASK 

WA 

0M Ipar 
Rrt 

JFI 

WA 

fagn 

MB 

124038 

11 

117683 

21 

115352 

14 1022 

374345 

24 

37*135 

• 24 

39X17 

14 

1014 

9911 

14 

99208 

14 

98473 

14 

mt 

5S46 

24 

55065 

10 

5*3*5 

14 

785 

9008 

2.1 

6OT7 

20 

90008 

14 

HK5 

1J188 

11 

14138 

20 

17906 

14 HE* 

31956 

-92 

321065 

-54 

33423 

-51 

544 

13SI5 

87 

13809 

04 

13312 

-06 


180045 

91 

1709 

94 

179032 

Lt 

7*4 

379345 

24 

37.4135 

24 


14 mu 

24489 

12 

20419 

21 

20155 

14 

tou 

74475 

1J 

74364 

16 

7.480? 

n 

05.7 

189735 

11 

189312 

14 

18*« 

15 

91.7 

154.488 

10 

15417 

12 

152405 

1.4 

754 

74535 

1.1 

74397 

1.1 

7.7W8 

09 

859 

1.5076 

u 

54073 

42 

1 4553 

34 

1044 

14668 

l4 

1461B 

14 

14433 

18 

1074 

14896 

-14 

14921 

-14 

1.10*9 

-14 


1.4276 

0.9 

1.438 

04 

14183 

or 

610 

96135 

-M3 

84265 

-149 

5733 

-144 

1099 

14253 

as 

15227 

04 

1412 

09 

08* 

7740 

-ai 

7.7605 

-96 

7.9285 

-U 


‘ 


. 

. 

- 

- 

- 


mwKHlbHialWri 
Iri ray ttmm flan 


120905 

36757 

13135 

30238 

17525 

)3BZ 

5.on4 

310475 
40325 
l IK W 


5.1 

-48 

- 2.1 

-113 

-06 

-1.5 

-73 

-13 

-112 


-19 


1Z7.7S5 
37095 
13169 
360D5S -119 
3.7564 -06 

1394 -13 

5.134 -73 


5.1 122535 S3 1219 
-60 184 -4.1 

18377 -13 
42415 -123 
17704 -05 

16023 -OB 
53848 -09 


- ??r4 


33.145 


-13 334825 -13 

433 -99 


40975 -119 
«. mi — hm a IS — w if.— qi nrta nen 
a fen IK BUR&1B6 CUSBB SF4JT M FORMS MS 


CROSS RATES AND DERIVATIVES 


WORLD INTEREST RATES 


EXCHANGE CROSS RATES 

Apr 13 Bfr DKr Fft 

DU 

K 

L 

H 

M 

to 

Fla 

toff 

SFr 

e 

CS 

S 

Y 

ECU 

Belgium 

m 

IX 

1940 

1025 

4449 

1424 

47X 

0459 

2010 

467.1 

4114 

2041 

4424 

1493 

1800 

2460 

3443 

1444 

Denmak 

(OKU 

5449 

10 

8,789 

2423 

1441 

2591 

2453 

1087 

2B84 

222A 

1141 

2.177 

0482 


1.439 

1882 

1322 

France 

Ffl 

6144 

1148 

10 

2404 

1.184 

2948 

34X 

1247 

3054 

253.1 

1247 

2476 

0461 

2438 

1437 

2114 

1404 

Gennany 

(DM1 

2042 

3413 

3451 

1 

0497 

9674 

1.126 

4.146 

1024 

6442 

4412 

0830 

0320 

0784 

0449 

71.01 

0404 

tatand 

OO 

5147 

9409 

0445 

?H 90 

1 

2490 

2437 

10.45 

258/4 

2117 

1087 

2491 

0428 

1475 

1382 

1709 

1270 

toy 

u 

■> ram 

0406 

0439 

9101 

9040 

IX 

0.114 

0420 

1038 

84B5 

0436 

0484 

0433 

0479 

0456 

7.188 

0451 

NeUKrtaads 

(FO 

18.32 

3387 

2477 

0488 

0452 

877.4 

1 

1682 

9148 

7543 

34X 

0737 

0292 

0496 

0487 

6107 

0446 

Norway 

INKfl 

40.74 

9.197 

0064 

2.412 

8457 

2383 

2716 

10 

2474 

2044 

1040 

2402 

0793 

1490 

1323 

1713 

1216 

Portugal 

&> 

20.12 

3.719 

3269 

0475 

0487 

9634 

1496 

4444 

IX 

6273 

4206 

0410 

0421 

0764 

0435 

K9.7R 1 

0.492 

Spain 

m 

24.32 

4^96 

1X1 

1.179 

9468 

1185 

1428 

4488 

1X4 

IX 

5484 

0979 

0387 

0424 

0447 

8172 

0494 

Sweden 

(SKi) 

4743 

8443 

7J72 

2419 

nipn 

2291 

1611 

9415 

2374 

1967 

10 

1425 

0762 

1417 

1272 

1647 

t.ira 

Switzerland 

(SFr) 

244S 

4494 

4.038 

1205 

0.478 

1190 

1457 

4498 

1234 

102 2 

5.1B6 

1 

0396 

0444 

0481 

8546 

0607 

UK 

© 

62.76 

1140 

1020 

3443 

1208 

3006 

1428 

1242 

3124 

2511 

1112 

2426 

1 

yms 

1469 

2101 

1434 

Cana* 

(TO 

2932 

4466 

4277 

1276 

0506 

1261 

1^437 

5291 

1X4 

1082 

5402 

1459 

0.419 

1 

0.700 

90.61 

0443 

USA 

IS) 

37.X 

6.K1 

0110 

1423 

0723 

1601 

2453 

7458 

1864 

1544 

7.861 

1413 

0499 

1429 

1 

1294 

0319 

Japan 

(VI 

29.04 

5470 

4.720 

1.408 

9559 

1391 

1408 

5439 

144/4 

119-4 

6472 

1.109 

0.463 

1.104 

0773 

IX 

0710 

Ecu 


40.92 

7.565 

6449 

1464 

0787 

1960 

2234 

R7X 

2034 

1664 

1555 

1447 

0652 

1455 

1488 

1404 

1 


MONEY RATES 

Apr 9 Off Dm 


a to 
no Jrt 


Lone. Oh Me 


EURO CURRENCY INTEREST RATES 


Aprs 


snort 


Jttaje 

noto 


ora 


Three 


St* 

nardfta 


OH 


fance 
nutaoo 


weakaga 


wedogo 

RbI» 


SMturtand 

wra p 

os 


3ft 

3ft 

m 

34 

3tt 

3% 

5ft 

5ft 

53 

54* 

34 

3% 

la 

1% 

5ft 

5ft 


Orta hH tart Rac. Momenta* Bara, ml sran tenor m lft a*rw Fra. ft* Eton un mi I 
■ D-MARK HITISES {MU) DM 125400 par DM 



Open 

Lett 

Onngo 

Wi 

Law 

Ert.nl 

Open mt 

Jon 

05505 

05504 

-omn 

05507 

04481 

2040* 

62445 

sw 

04521 

/l/SK 

-00811 

04525 

05516 

17 

1705 

Ok 

0JS55 


- 

- 

- 

22 

53 

■ SWISS HUMS FUMES (MM) SFr 125400 per SR 




Jon 

06802 

Q.B0B1 

+04011 

08061 

00620 

12288 

60193 

Ste 

06708 

06705 

-90011 

04708 

04705 

33 

1274 

Dec 

O68X 

- 

- 

- 

- 

1 

18 

■ JAMKSE YBI FVT0BES (MM) Yte 124n per Yea IX 





Open 

irtei 


H0h 

law 

Ertwd 

Open tart. 

Jra 

07914 

97703 

+04049 

07612 

07783 

40,459 

95360 

Sep 

0.7706 

97002 

+04058 

97902 

07885 

203 

1424 

Dec 

07850 

040X 

+90056 

08000 

04000 

31 

310 

■ SIH9BC roiVES (Ml) £62400 pH E 





Jui 

1.8294 

1.G638 

-aooiz 

1.6692 

1-6568 

0456 

38488 

Sep 

14580 

- 

ra 

- 


40 

665 

Dec 

14390 





1 

X 


i pff ioa 

■ PWLADUBIA SE £7S OPTlOriS £31250 (csnb per poond) 


wetago 


3ft 

3H 

3 a 

3% 
3H 
3S 
6 M 
5ft 
53 
54* 
34 
34 

1ft 

IB 

5ft 

53 

£ 

a 


33 

3S 

38 

39 

32 

M 

53 
SB 

5ft 

54 

3» 

334 

II 

134 

58 

58 

I 

i 


334 

334 

38 

38 
31 
3ft 

58 
54 
49 
41 
314 

39 
1* 
19 

59 
59 
9 
S 


3B 

39 

3ft 

3ft 

9 

5* 

49 

4* 

4B 

38 

3fl 

144 

IV 

SB 

Sfl 

I 

14 


OOO 275 
640 275 

440 
4.60 

440 290 

490 290 


7.00 590 

74)0 550 

- 2.75 

- Z75 

- JJ» 

- 1 JOO 

- 590 

- OOO 

- 090 

- 090 


930 

390 

390 

390 

675 

6.75 

593 

593 

390 

390 


Betfa Bes 
DMA Ban 
Qmn Mai 
taUGdtt 
Franrt Fraac 
Po rt ogn asa Ek. 
Spate* Port 
suing 
Sfftaa FtaK 
CanaXan Ddr 
US DoOr 
UnUi 
i Tan 


Snort tan tfn ■* 


33- 39 

9- 3ft 

38-« 
3V« ■ 39* 

34- 3ft 
«ft -4§ 

4fl-*S 

7-654 

114-1 

5# - 5ft 
594-554 
»-» 

4ft - <K 
rt tariff IS 


35-34 

9-9 

3K-3£ 
39-3ft 
3ft - 3*4 
4ft - 42 
4fl - 41* 
714-7 
lft-1 
4ft -4ft 
Sfl - 5ft 
Sfl - 5ft 

a-» 

m-4ft 

Dotar adta 


3ft - 3J 
3a-3ii 
30-3* 
W-33 
M -* 
4ft ■ 42 
43-45 
79 - Ti- 
ll! -1ft 
5i ■ 4JJ 
55-55 
55-52 
S-8 
5ft ■ Aft 


^ ■ 3ft 
33-38 
3ft • 33 

35-38 
35 - 38 
4* ■ 43 
4i-4fl 
75-72 
1h - 1*1 
4fl - 4fl 
5ft -51 
55-54 
1-4 
51* - 4ft 


38 -3ft 
4i-33 
3fi-W 
39-K 
4;-33 
4-- - 41 
4fi - 4i 
75'79 
17. - 13 
4 : i - 
58-53 
4ft -49 

4 - ■ 
5ft -4ft 


38-31 
4i-44 
38-31 
M- 3ft 
41-44 
41 - 4ft 

4*-<4 

7fl -7ft 
18-11 
5 -4ft 
53 -» 

1-? 
5Hr- 5 


gaaRMtarnR 


■ ME WHIH EURODOJUM (MM) Sin pohiB Of 100* 


H t LBOR BBA Lmfra 


SUM 

Pits 

to 

— CALLS - 
toy 

Jua 

to 

1JG70 

018 

1 M 

149 

910 

1400 

- 

1.03 

147 

044 

1JB0 

- 

971 

122 

142 


REtkm «*, Crt nta Pff* ffta . ftw. riqr* «bo tat. CHta n* ftfc ■* 
■ ratA0BrVIA5ED-MJ»X/l 0t>T10S8 [#<62900 {S per to 




. Interbank Ftxtag 

- 

SB 

5fl 

58 

9 

■ Pins — 

— 

wnekago 

- 

5H 

SB 

5K 

5ft 

toy 

Jra 

OSOoflta-caa 

_ 

5.44 

SA4 

5/47 

Ml 

1.71 

241 

vnekago 

- 

543 

543 

548 

547 

231 

101 

ECU Ltakad Da 

- 

<1 


44 


- 

- 

wootago 

- 

4fl 

41 

44 

4* 



SDRUntad Da 

- 

3K 

3% 

3ff 

3# 



weakago 

- 

314 

m 

9 

3B 


Opea 

Leto 

Change 

Hgh 

LOW 

Eat w( 

Open tat 


9436 



_ 


71756 

48S4** 

t * 

9433 

_ 

_ 

9434 

94.32 

121455 

3853U 


9425 

94.T6 

-012 

0420 

9421 

91190 

323460 

■ - - 'to 


Jon 

Sap 

to 


■ K TREKSKf BOL FfllWES pMM) XlmpaMOOft 


Unkp UffM; tripg mb MOOR) ta a* I 


SHo 

Pike 

to 

CALLS - 

»y 

Jon 

to 

— rm - 

toy 

Jin 

9540 

OjBB 

t 2t 

1A7 

. 

a 21 

039 

0545 

037 

040 

1.15 


036 

056 

Q4S0 

004 

040 

048 

an 

OS4 

078 


k Lades Me. (tad 41 11m 
iBSCOa. ECU&SOlltaM 


M- 


POUND IN NEW YORK 


Mna mft nl, CM Ml PW Mi . ha*. Of* tart taL. Crt ata PM rt 


BENCHMARK G0VERNMBTT BONDS 

4ff13 Dan Cm«ff Pita* 


Bkt tar cm Wkde Mart Vrt 
wa m 1 pa m wand mg a 


to 13 

—Uteri— 

-Pm*, don 

£ spat 

14880 

14705 

IM 

14665 

1.6680 

3 ran 

14604 

16630 

3 to 

1.0430 

1.0447 


FT GDK to HORD COSDRB 

Ita Ft Guide to tatarid Qnracfes SMB 
can In fend on Un Compraies m d 
finance pagg ft lod^s edUon. 


OVOO 7900 1039985 
lttW maao 13Z2SB9 


408 

594 


- -095 -023 -197 

- -005 -034 -242 


Jun - 0016 0003 -Oil 

SBp B591 0005 -a IS 

to 95.17 9008 -0.15 

M Open tam» 8m mo hr pwtaua dqr 


■ PTHffl CURRENCIES 

Apr 13 £ t 

CUdl «9 57.1690 - 579108342540 - 349280 
ftHHf 353961 - 354051 212620 - 212670 
tad 500050- 5007.00300060-300060 
»Mt 05099 - 09105 09055 - 09058 
Fare 46949 - 47030 29130 - 29170 
Fated 57021 - 5.7122 K165 - 14215 
(teto 102427 - 109474 01370 - 01380 
UJLE 01298 - 01321 39728 - 16738 


95.16 


9563 

9565 


KB 4864 

6 543 

7 


BNKREI0M 

The Bank fafcro trta can be hand an 
page 39 hi todaf^ Bdkn. 


rasa 

07)97 


7.000 1038800 
5925 105.0400 


413 

4S3 


- +091 +008 +012 

- +002 -004 -192 


UK INTEREST RATES 


LONDON MONEY RATES 

A(M • 


0680 

03107 


4600 007600 
0250 1033700 


412 

493 


- +003 +012 +030 

- +091 -004 -1.10 


00191 

08107 


4750 808800 
7258 1143700 


484 

523 


+005 

+094 


-013. 

-020 


-031 

-191 


Owr- 

ntgtf 


7 dap 
note 


Ora 

fOODA 


Tiwe Six 
months months 


On 


12/99 

1007 


8900 1024800 
7900 1144)00 


440 

590 


+OTO 

-041 


+023 

-013 


+022 

-197 


Marta* Stabs 
Steitog CDs 
Tmasnj Bik 
Bara to 

Local aotMt) Oqa 
DOcont Nhutat dqB 


7M - 7ft 7J-71 


74 -7 7ft - 7 
7ft - 7 71-71 


IX ctextag Ink base tanhg rala 7ft par ent tm No* 6, 19S7 

to fit 1 1-3 w 


7? - 7ft 

7S-7H 


01/00 

11400 

1052331 

170 

- 

+904 

*915 

-on 

73-71 

73-78 


04/06 

7250 

1157570 

443 

- 

+903 

-904 

-142 

7&-7S 

7B-7g 

- 

francs 

own 

4400 

054429 

449 

- 

+904 

+0.1B 

+930 

" 


IOW 

6.750 

1114000 

444 

- 

+902 

_ 

-971 

7to - 78 


10/07 

5400 

1044700 

447 

- 

♦9E 

-945 

-901 


■ 


10/25 

6X0 

1010000 

530 

- 

+001 

-049 

-127 



tonara 

00/90 

4400 

1004200 

347 

- 

+900 


+933 

8-fl 

HMlIb 

B-12 


11/04 

7400 

1154000 

440 

- 

♦002 

- 

-977 


arm 

5400 

1053800 

*® 

- 

+902 

-003 

-998 

nonmi 


arm 

5500 

1151500 

529 

- 

_ 

-m 

-131 


025 


025 


Certs ol m dap. (£100600) 4 89 96 

(Ms « t« noaiu a nc. Daeart nramn tar a* 2gc. 

AM Mb Off gi Hcauta an Apr a 7«B2pc ECCO ted Ms sag. Effort tae Wa m tm ter 31. 
lnLAfftedontarpaMAnaL 1098 *1 Wr 25. 1594 Scant ■ BJ/Spc Mratt Ma Iff mm FM 
a IMti MB II. H90 5l>araff6Vr55Apc FtanenHHi tea MBpc SOB Anri. 1398. 


040B 

08/06 


0250 1012200 
8900 1192600 


402 

561 


+006 

+006 


+022 

-011 


-1.11 

-192 


Ml 


05/00 

05/02 

0M7 

1V2B 


9000 102.9200 
0250 1059400 
0750 1123000 
7250 1244)00 


451 

471 

504 

953 


+004 

+004 

+O01 

-091 


+002 

-091 

-012 

-0.18 


-2.43 

-TAB 

-260 

-257 


BANK OF ENGLAND TREASURY BIU. TENDER 



too 

to 3 


to 0 

to 3 

Hs on oOer 

Tote ol appfcaUcni 
Total rtsded 

Ma accepted bid 
AUneui at rtft ted 

EiOOm 

CE20M 

ClOOm 

E9125U 

26% 

eiXB 

CSIOte 

EiOOm 

£95230 

45% 

Tap accepted ate 
tea tea ri dteoont 
toraga yWd 
(Her at rat tender 

Ma BccapLUd2S (top 

74192% 7 0994% 
7.0052% 74974% 
7.1297% 72148% 
EIDOm ClOOm 


BASE LENDING RATES 


MW 
1202 
0905 
nan 7 


0400 111.1707 
4800 1193808 
1000 1032482 
3900 1072355 


OB 

1.19 

1.67 

252 


-006 

-066 

-006 

-006 


-OIO 

-009 

-007 

-004 


-001 

+006 

+008 

+009 


-015 

-030 

-048 

-034 


11/B9 

0207 


7300 105.0000 
9750 1094500 


410 

493 


*046 

+041 


+013 

-004 


+027 

-009 


IQIW 

1106 


0500 079122 

3900 1007823 


723 

392 


+014 

♦OflB 


+043 

+049 


-021 

-122 


Man 8 Company 725 
Med Irati Bar* <G8) 725 
•Henry Ambxnar 725 
Banco too Vizcaya 725 
BantaotCypus 725 
Bank of Ireland 725 
Bar* DlMa 725 
Bank ol Scotland 725 
Barclays Bark 725 
Bi* Bk of rad East 725 
•BRMiSrafeytCoLal 7.25 
CttunkNA 725 

Ctydesddp Bai* 725 
TlKjC&opa«fl«Bai*725 
CoutbACa 725 

Cyprus Penmaf Bark 72S 
Duncan Lawrie 725 


Exofe* Tiuu Lbntad 025 
Financial A Gon Bonk 860 
•fioteft Remng & Co 725 
•Gitanness Mahon 725 
Hotab Bara AG Zurich 725 
•HantaosBora 725 
HMtafeto A Gen bw Bh.725 
C. HoareSCo 725 
Hongkong a SKrgltai 725 
kMstocBara (UK) Ud725 
Man Hodgo Bar* 725 
•teopddJBMraaSons 725 
UoydsBora 725 

MUandBanh 725 
NnWesoimaar 725 
nRaaBrattm 725 
Hayal Bh of Seedand 725 
SoodBh Wkkam Bark 725 


•Gtager 8 FriedtMfer 725 
•QiffhaWSamstm 725 
SunBarkpic 725 

TS8 725 

LHtef Bank ol Kuwait. 725 
Unfly Thai Bank Pic 725 
Whtesnv LmdkM 725 
YMohkffBara 725 

• kAamboa ol London 
tmmsanenc Bnrddng 


01/99 

01/07 


arao iikuqoo 

0780 11O5S00 


432 

521 


+041 

+004 


+046 

-003 


+020 

-099 


FUTURES 
OPTIONS 
& FOREX 

FUIVATF. njKNTS 
WELCOME 


KERRELEY futures umi ieD 

38 DOVER STREET; LONDON W1X 3RB H 

TEL: 017J.629 1133 FAX: 0171 495 0022 ffl 
Mtpd/inmbfLcDkBlr ‘ == ‘ 


http://www.union 

F-X. FUTURES & OPTIOIS 

Ol 71 522 3333 

cal.co.uk 

IS 24 HOURS 



Fast Fills. 

Low Rates. 
Quality Service. 


LI>O UALDOCK ^ COMPANY 

I'riisi;,'!! M • l.o::d in i'C 11 !VP 


* 5*2 5 

Fotaas t Optton, nund4am 
badtoUomJ aorke 
tapdrateeflentt. 

0800-262472 

Uuduo: OI7L-2J7-1701 
Gettumy; 0130818100 
MtariKraOSOOSSaSS 
ffffffJOiiMIdodtinn 

LSI 


03/99 

02(07 


8900 1039887 
9825 1113843 


419 

407 


+047 

+041 


+018 

-OlO 


-142 

-195 


am 

aa/07 


7AM 1032031 

7480 1167957 


421 


+046 

+003 


+067 

-009 


-199 

-193 


01/99 

08/07 


11400 104.8316 
3400 1208780 


-OOZ 

+002 


-092 

-021 


-021 

-298 


03/00 

06/07 


5400 1057500 
4500 1122500 


130 

255 


+013 

+012 


+035 

+023 


+001 

-085 


11/04 

12/07 

05/21 


SjOOO 
6250 1049)30 
7250 1103768 
8600 1297734 


637 

985 

975 

597 


-004 

-005 

-002 

-002 


-069 

-024 

-023 

-027 


10/89 
11/04 
08/07 
0 8/27 


5425 100 1250 
7975 112.1250 
4125 T 033438 
0375 1044375 


534 

565 

568 

591 


+OII 

+013 

*012 

♦OH 


-045 

-004 

-OOS 


-03Z 

-130 

-198 

-299 

-060 

- 1.12 

-125 

-120 


OWO 

04/07 


4900 39.7400 

5500 104 MOO 


4.15 

491 


+097 

+003 


+007 

-OOO 


-020 

-124 


UK GILTS PRICES 


Vkft tart Marat us oty 
Mote POKE W- Cm to a) Isa 


arkft Am tram Let cay 

Muffs MnE Bn to Id to 


1 *MnttB • at ea pff 


n% Ant idem us tar 

Mas Pifc»£ +/- £n to ffl feff 


a— ‘Qt-fftatal 

Tnas4& 1993JJ Itfl 

iMSlWapeVtot-^. im 

Mi 170c 1998 HBU 

Tress 9'sc 1993tt 1Qt% 

TmsnaRrt1S99kt- 1004 

Ert Uftss UB9 UH^ 

Tnra IS'jfc 19» ^ — IQ3U 

lrtste«99» 99ft 

Con/ 10ft* 1999 — - 105,1 


flflO ApZ70c27 
935 rara mi 
8309 Iftaoraa 
1600 JH5W5 
SJDO MktaSriTa 
3650 5(26 IKE 
1652 W0 IftlS 
B9S0 FolOftrtO 
1756 UySAffi 


Ira Vac 7000 
CBBOKSDOOtt- 

TlllllSpcTODO 

Trail* 199B-1. 

Iratpeamtt— 
Trartofwavr. 
TraiDaeam — 
Com sijpcamtt. 

C0M9ftpcZX71 ... 
ItosIteTOOItt- 

EsdnapeWW- 
coffiopcToaz — 
Tra7te20om- 


103ft 

104* 

_ I1» 

_ wa 

— >0331 
— W03 
_ MSU 

1003 
-i ion 

— W3U 
-* 103ft 

-*ll3ftB 
_ KUft 


91 109 

at 5638 
_ 3,171 
-6 070 

81 0600 

won 
a 1 4.4ao 
at 3 
01 £ 

92 11750 

-.1 165 

06 21 
03 9000 


J|S0Jtf8 
5*3 M3 
JU4J7M 
M22MI22 
Jt70e7 
(DcJlADft 

JW6FeM 
JK12 J)I2 
fa 10 Ac® 
MJ6PW 
J|22J£2 
QeIIApII 
Dc7J»7 


79101753 
2361306 
95 129 
1911347 
264945 
2131364 
951308 
223635 

1U1» 


291 - 

021244 
911299 
1951306 
2854848 
7.7 - 

Z321Z80 
51 - 

12 - 
2**3031 
151 - 

94 - 
785 - 


Tra lift* 2801-4 

Im HOC 3004 A 

RntoJftpc »*9-+_ 
0toBftpe2DW_ _ 

IraBftfC2DW« 

Off* 3ft* 2005 

ecfiioftscTota — $ 

rra lift* 2003-a^ 
TraBftK20B5tt— 

Q»9ftpc2006 5 

TiMs7ftK»06» 

Ira 7 ftsc 200633 

Ira8peznB-833 

Tms1!ftpc2D03+7 

Ira0ftpcznw33— 

taH7ftsc 200733 — 
ira 13ft* 3004-8 isql 

fra 0pc 2008 33 l25Ud 

TraBDC20C9 11B! 

Ira BftpE 2BT033 MHA 

Coot 9pcLn 201} 33 — IZ9& 

fra 0*201233 »» 

tasSftpc 2008-1233- 9 « 
Tra 7ftpc20U-i533- II8U 


ms* 201333 1224 

J/tts to 201533 CM 

maftjEznm — «h 

Em* 12 k 2013-17 — $ 1634 
mto2STtt USB 


113B 

120ft 

Oft 

ll»ft 

1MB 

130ft 

1274 

130ft 

1164 

126ft 

HJft 

1B>2 

107ft 

1234 

1194 

liOfl 


ai 1/07 

84 23 

03 543 

03 1412 
03 9500 

03 ABB 

04 23 

03 sran 

83 10373 

04 8 

05 11,700 

85 *300 
03 2390 
82 USB 

84 7JB7 
03 9300 

82 95 

83 5371 

06 3450 
06 4JS0 

05 5273 

06 SXO 

07 1300 

ai an 


Sal9Mri0 

wiauyia 

J)T4Jyl4 
ApSSOcZS 
VpB*X 
OcMApU 
tKOSaffl 
14(21 MCI 
*7tW 
9ft15iK15 
JWta) 
H8taB 
AoSQcS 
JySJaa 
X16JI16 
Ja7De7 
3051826 
AP130C13 

sen 

•725 MCS 
J712JW2 
W* 6 
HrtOSelO 
JCSJCE 


06 9100 1827 SO 

88 11707 JbTDb? 
0£ 7358 FeSSAo25 
84 57 Jal2Da13 

07 16500 J(7D(7 


1O312S0 
95 - 
91 1274 
BL10 1246 

115 3841 
19101347 
193 - 
12S 1285 
2934946 
95 - 
2951148 
232360 
3831334 

111 iaa 
1211330 
293 - 

213 - 
1.41343 
1931336 
1554632 
5112*5 
18.1 IM 

231330 

1511332 


ZL32ZZB 
2854902 
192 1382 
39 - 
295. - 


IftpeW. 


-* 19li 

2ftpcin— -47M 19711 
ZftpcIB— — (198) nsft 
4ftpeD*|»-_4135« 12« 

to -06 (003) 21 Ip 

2ftpcD9 (798) mh 

2ftpc11 (749 2»ft 

2ft0El3 m2) I6Bft 

2ftgel6 gtiq 1836 

2ft* w (BWJI7»a* 

2ftpC Ttft-. — (07-7) 15W 
4ftpC3att_H3il) I486 


02 2Hy22M22 

02 219 mm 
02 a^OOI^mitaO 
82 1.150 %ei 0C21 
0.4 2&00 JM0J719 
U 2625 MyZ0N*2S 
04 3.100 FU23/M3 

04 V50 foWAnM 

05 3/975 JX2SJ&Q 
OB 9800 ffilBOelB 
07 USD J217J717 
87 1300 Jg16J|22 


115 - 
turns 

951317 

11U12S5 

1211314 

051318 
1921310 
921320 
191 1327 
941322 
0.11323 
181 1134 


M Flgurai In p ennte w to* FP1 UHa to Maxing, to 8 
month* prior H iKu4 and tww taw aOHntot to Meet 
Mboiing of m B 100 In Fetnwy 1987, Cenrawn (actor 

a»*s. hpi to Mr tur. i&j> «m to firay ia» isoi 


Otter Rued Interest 


m 
WcoE +f- 


Sm to 


US By 
9 is 


CW91JPC20Q2 i 1120 

rnsvaenc 1 13ft 

Exbtoanz — —4 nift 
cm. wmezantt— * tuu 
TratoMBtt tan 

TraOftpcIUD WS 

Tra 134 k 2008-3—$ 115ft 
I»10pc20IB 116ft 

ft tt in-tra H nuoJ 




naaOKBSB 

mg 

09 

3 JM 1 

047*7 

- - toe DerlSftK 2009 — TUB 


HHMWSbW 

397 - 

03 

2 EtaHJeM 

50 - 





fnwniiftpeanz u*ft 



4 HylSHflS 2 Q 101 B 37 1 

03 

5 SZ 7 W 7 «J 7 

2321349 ttarirtd 





Umt 3 ftpcZDB 5 1 « 3 ft 



*0 Mital 

1533146 

03 

sawrioteto 

14 - Q»rt to- 

65 ft 

—5 

359 

Mite 

x.1 1239 UnpeolSftpckH. S 3 



s unJyOcJ* 

92 - 

03 

11 IWMy 7 

264 - WbrLMS'actt 

VS 

12 

1400 

Jeiitei 

1 SS 13 B UX 3 K 70 M 46 



26 IlfeJcSeO* 

12 - 

03 

8430 JatODelO 

3042019 Caw 3 ftjK 5 INL 

m 

09 

115 

Dpi Del 

23312+3 Hniaierllftpc 2007 -t 3 *ftri 



BtoSOda 

3023275 

U 

2400 * 71 W 

- - Iw 3 pe« 4 R 

48 

as 

a 

to 0(5 

Baa i» to Mr. ape R a 



25 rinse! 

223361 


a *a*a 

til - cmrarftpe 

*3 

to 

ZK 5 JMM 0 E 

3531238 HWta Mpa 3 ft|C 13521 . 172 ft 

_ 

a - 

- _ 

"S* 

2433 IMSM 

24 1281 Trite. 2 >ape 


09 

a 

total 

2331315 + ftps 1202 + IfiS 

13 

SO ftL 3 Fs 23 

22 - 


mini 

REUTERS 


fVIURES fMOBfl 

0800888808 

nows raff 



SHARES 


| INDEX 

FINANCIAL . 


-TAX FREE 

0171896 0011 i, 


■HMinwsocmMiag 

For 100 pffpi fflEE ootau 
OkCOTMMb SMMMt.Ch 
Utowti ffounoTcooff. 
HONKOM: SMTOMOl 


lutM+tnram HBMU.BM7 | 

■H.B3C Afc^*T7S3HiaW lk+1 171 KOSKa f 

kmt wunauna iu+dsiiih ra^ 



All Futures. Options 
& Margined Forex 

ttoKTrTaolwffcal 

TctOI'l J37 3999 ■ 

Fis; 0171 M7 3W7 H 

W* Ske; tnqv//»ww^mxcaik JIB- 


OFFSHORE COMPANIES ♦ BY LAWYERS ♦ 


va 

I Uradbig International tax planning ton, oilers ful service. 

I Lowtaac Haten Harper. LLB (HOffe) TW: 44171 3S2 ZZ74 
a toMte Peter Murphy B-Comm, Tat: + 3531 S8Z 1388 
I oft rtwfl ff J bnwpjra Watawtora w jcl g i ff m mwn 

L. »-1M 5TDMET ST, LOMOM SW3 HU, W Sff6E» rt 



REAL-TIME ELECTRONIC FOREX DEALING 

TREE price teed, charts and news 


E-Mcil: ronwra forcs-cmc.co.utt • To!: - 44 |0)19S2 SaKKbO 


A. :: js Gas Co^^ecti cr.s 

Petroleum Argus 


The FT GUIDE TO WORLD CURRENCIES, poWisbed m Monday’s 
nsw sp apci and cowring ovg- 200 caio ai j es, is oow gvailabfe by dinBng ihc 
Tallowing number from the handset of yoor fax undone, 0891 437 00L 
Calk are chafed at 50pfain at all ranes. For more infonnaiion or assaiaocc 
ptease pbone 0171-873 4378. (Cityline helpdesk) 


FX - Money Markets - Swaps 
- Market Comment - News 


Bonds 


y www.moneyandbonds.com 


V One month free trial for new users 


STANDARD 

SPOOR’S 


ComStock on the Net 


8nc toum tlton 
Aanrnff «BM ITUya 


Wldenwgron 


tons, news, diarting and wrimkari aaatyris 




MarkeTrack98 


The World's Most Powerful RxecKJne Quote System 
Mow Runs Just As Fast Over The Internet 




i m wflato. E Mm ora. E* »hm caw) rapra am a para p« noo nam or wra. i 


i m adDriam m a tatai b Ftoy 


iKfkjZt — P l/D ReaMiaie luluixi, options 

* “ 1C-9I IftV V 1 mm W jnd item from only £04 yrrr month 

Free ./?/; on c 080 0 32 1 3 2 1 

ivww.market-eye.co.uk 


Datastream/ICV 


WANT TO KNOW A SECRET? 


The LD.SjG.MX. Srm'ma r win abow you haw die tnackeu REALLY worV. The 
amazing nadlng techaiqnes of die legendary WJ3. Gam cai increase your pctrfhs 
and emtaio yoor looses. How? That's die secret. — — ffi.nnn.i.r IM 

BOOK YOUR FREE PLaCe pHONe «6i +7+ tote 


FREE ACCESS 
TO REAL TIME 
FUTURES DATA? 


ta -w- e u r o p t 

\ Linnco 

r 


+ 44 ( 0 ) 171 892 3311 

email jwctcl^lmncMBnipe.OT 
taprtiKiiortoaKa 


TEN 


R£3lXime 

of Shares. Currencies, Bonds, 
Futures & Options. Commodities, 
Research & Commentary and News 


For more info 
and/or demo 
disk call; 

United Kingdom 


Benelux 


Germany 


Switzerland 



From Data ISroadcastin" (.'« 


•rporalion 


-TIME DATA ON VOUSPC 

+futo«+op&nj+den+a#*ei+iiaBtft+o5nypoditoj 
^4WWCAAS+fOaa + 0JS3PEANS + NEVW + QWffS 


IN YOUR COUNTRY NOW j. 
70 Countries across Europe, the f 
Middle East and Africa - from ieelanci I 
to Moscow, from Finland fo Yemen 


I www-dbceuro.com 


■DBC 

Tel + 44 ~ 171 793 3100 


** 

V ^M» 




. 


Sj. 


T+« 

* V-J 

• •• /*■». 

■ ■ I * 


t.- 






t ; 


®“+}4 

•J - hit » 


s> 


4^ 


I N 


‘-J t> 

1 ‘■tr. 


C--+- 



/ 
























































































































































































• i 


FINANCIAL TIMES 


TUESDAY APRIL 14 1998 


28 
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WORLD MARKETS 


Dow slips in 
spite of new 
bank mergers 


iUMEJSIICAS 

In spite or a raity in fta'cS 
stocks fuelled by news of 
two huge new banking merg- 
era, most sectors on Wall 
Street fell back, writes John 
Labate in New York, 

Jones Industrial 
Average was down 43.09 to 
8.WL77 by early afternoon, 
while the broader Standard 
& Poor’s 500 had lost 7.59 to 
1,103.08. 

The financial sector 
ground on the news that 
Ba nk A m erica and Nations- 
B 31 * had agreed to merge. 
BankAm erica rose $3ft to 
*886 while NationsBank 
climbed $4 to $80ft. 

In addition, two mid- 
western banks, Bank One 
and First Chicago, ai«n 
announced a merger. Ranir 
One gained $1 to $62% and 
First Chicago W3 to $98%. 

“Any financial stock that 
is perceived to be a takeover 
target is up," said Dan Math- 
isson. head stock trader at 
DJ3. Shaw Securities in New 
York. 

Brokerage stocks, mean- 
while, were higher on con- 
solidation rumours and on a 
spate of strong earnings 
announcements. 

Merrill Lynch surged $3JJ 
to $98% after it beat esti- 
mates with an 11 per «»nt 
rise in first-quarter earning s. 
Donaldson, Lufkin & Jen.- 


Treasuries edge lower 


GOVERNMENTBONDS 

US Treasuries moved lower 
by early afternoon and the 
30-vear bond, the benchmark 
for long-term interest rates, 
fell jg to 102%, yielding £L935 
per cent, writes John Labate. 

Among shorter-term 
issues, the 10-year note lost 
Yi to 986, yielding 5.658 per 
cent The two-year note was 
down & to 99fi, yielding 
5J584 per cent 

Morning prices moved 
lower after some bearish 
comments by a Federal 
Reserve governor at the 
weekend, and as the dollar 


dropped back against other 
currencies. 

The Federal Reserve 
stepped in to sell bills in the 
morning session, and market 
participants believe it was 
acting on behalf of the Rank 
of Japan. 

“The icing on the cake was 
the Fed «»ffing $12hn in hffig 
for customers," said Tom 
O’Connell, gov e rnment secu- 
rities trader at First Chicago 
Capital Markets. 

No fresh economic reports 
were issued yesterday, but 
new figures on the consumer 
price index and retail sales 
will be reported today. 
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Bull run threatens to turn bourses into bubble 

Emiko Terazono asks whether European stock markets can keep absorbing new inflows of cash 


rette traded $5% or 5£ per 
cent higher to $98% after it 
also topped analyst expecta- 
tions of earnings. Paine- 
Webber gained $2% to $96% 
after reporting record first- 
quarter results. 

In the Dow, JJ?. Morgan 
surged $5£ to $145%. But 
putting downward pressure 
an the blue-chip index, Trav- 
elers Group plunged $2% to 
$65 and Boeing $ifl to $58%. 

Weakness was widespread 
in the technology sector. The 
Nasdaq composite index lost 
6.15 to L814.09. Investors pul- 
led out of computer-Tp.lated 
shares, sending the Pacific 
stock exchan g e’s technology 
index down 2:68 to 338u3L 

Internet stocks drifted 
tower on pro fi t-taking. The 
sector had posted sharp rises 
last week after Yahoo beat 
earnings estimates. Yahoo 
fell $36 to $UO& Trtrile Info- 
seek lost $% to $21%. Online 
bockseDer Amazon.com also 
cooled, down $2% to $93. 

Software leader Microsoft 
teD $1% to $87% while Dell 
Computer lost $6 to $66%. 

TORONTO was buoyed by 
firm gold prices and the US 
bank merger announce- 
ments. The TSE index rose 
2L16 to 7.64L& 

MEXICO CITY was 
dragged down by Wall 
Street, reversing earlier 
gains. The IPC index was off 
19£3 to 4JXJL82. 


Are Eurc^ean stock markets 
a bubble getting ready to 
buret? The first quarter saw 
many bourses hit records, 
with markets like Spain and 
Italy rising over 40 per cent 
since the start of the year, 
and even Germany and 
France posting gains of over 
20 per cent, all outperform- 
ing the US. 

But while international 
bodies like the Organisation 
for Economic Co-operation' 
and Development and some 
' analysts are warning of over- 
heating arid asset inflation, 
fresh money stfil seems to be 
pruning in 

Last week, the OECD 
warned that «waJJed periph- 
eral countries, including Fin- 
land, the Netherlands, 
Ireland, Portugal «nd Spain, 
were at risk of economic 
overheating - a rise in asset 
prices' pushing iip wages and 
the cost of exports: Without 
the monetary powers to 
change interest rates or 
devalue the currency, the 


countries could be pushed 
into a deflationary recession. 

The mato teeter has been 
the lowering of interest rates 
as countries attempt to 
achieve the convergence of 
short-term interest rates 
required for membership of 
European economic and 
monetary union (Emu). That 
has led to a tell In bond 
yields in countries which 
have traditionally been in f la - 
tionar y 

.This has increased 
demand for equities from 
retail investors in Europe, 
who have usually put. their 
savings into bonds. Italian 
investors almost doubled 
their new investments in 
stock-based mutual funds 
last month to a record 
Ll232Sbn ($7bn). In Spain, 
investment funds rose 
Ptal,470hn ($&6bn) In March 
to a total of Pta3Q£60bn, up 
43 per cent on the year, 
according to Invexco, Spain's 
association of investment 
and ppwrfon funds. 
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US fund managers also 
remain bullish over Europe, 
according to Broadgate Con- 
sultants, which s ur v e yed US 
institutional investors. Some 
90 par cent of managers said 
they expected to substan- 
tially increase or maintop 
European equity holdings in 
the next 12 months with Ital- 
ian, Spanish and French 
stocks leading the list 


The bull run in Europe 
has also been supported by 
corporate restructuring and 
anticipation of a wave of 
mergers and acquisitions. As 
the currency borders prepare 
to disappear, there are signs 
of a rise in merger activity 
among corporations looking 
for opportunities in tradi- 
tionally protected sectors. 

Expectations of consolida- 


tion in industries across 
Europe is the main reason 
many fund managers and 
securities companies are 
focusing on sector-based 
rather than country-based 

analysis. 

Peter SulHvan, analyst at 
Goldman Sachs in London 
points out that European 
stocks in sectors have shown 
increasing correlation over 
tire past five years and is 
likely to become an efficient 

asset class after Emu. 

The bears argue that the 
convergence of rates is a 
one-off phenomenon, as is 
(he structural shift in funds 
from bonds into equities 
among European investors. 
And if the economies of Ger- 
many and France improve, 
the rise in interest rates will 
probably squeeze the flow of 
cash mtf* the markets. 

Julian Callow, economist 
at Dresdner Klein wort Ben- 
son, says substantial price 
differentials exist across core 
and peripheral EU countries. 


They are bound to narrow 
under a single currency with 
price arbitrage - hence 
interest rates may remain 
low if prices begin to con- 
verge as a result of Emu. 

“Emu will be highly disin- 
flationary for high-cost, 
high-price economies such as 
Germany, forcing the Euro- 
pean Central Bank into an 
easy monetary policy." 

James Mon tier, strategist 
at NatWest Markets, says 
t hat while the bubble will 
probably burst, there Is still 
room for a further rally 
before It happens. Most ana- 
lysts are reluctant to predict 
a European downturn - bar- 
ring a decline on Wall Street 
- before Emu in 1999. 

“Financial busts under 
Emu will differ from their 
Aslan m iming in cme very 
important respect - they 
will not result in foreign 
exchange crises. A bust in 
the Spanish hanking Systran 
is unlikely to lead to an out- 
right attack on the euro.” 


Taipei drops below 9,000 on electronics sell-off 


ASIA PACIFIC 


A sell-off in electronics 
stocks dragged TAIPEI down 
over 2 per cent yesterday. 
The weighted index lost 
19021, closing below the psy- 
chological barrier of 9,000, at 
8^63 JL 

The electronics sector was 
among the leading losers, 
failing 4.5 per wmt &s inves- 
tors were unnerved by weak 
monthly sales figures at 
leading electronics makers. 
Concerns over their annnal 
earnings figures also 
weighed on sentiment. 

Taiwan Semiconductor 
Manufacturing, the micro- 
chip maker, fell T$6 or X2 
per cent to T$147, while 
United Microelectronics lost 
T$4 to TS89.50. Nan Ya Plas- 
tics, which suffered a fire at 
one of its plants at the week- 
end, declined T$3 to T$55. 

TOKYO slipped in a *hm 
day of trade, writes OHhan 
TetL The Nikkei 225 fell 1 
per cent to d06e at 16*317.58, 
after moving between 
16,277.07 and 16,401X9. 

The broader based Tqpix 
index, covering the first sec- 


tion, Ml 0.7 per cent to dose 
at L24&9L The Nikkei 300 
tell 0.7 per cent to 246.09. 
Trading volume was light, 
with 178m issues traded on 
the first section compared 
with Fridays 333m. 

The lacklustre activity 
partly reflected the Easter 
holidays. However, the G7 
meeting tomorrow also left 
traders reluctant to take 
strong positions, amid specu- 
lation that the meeting could 
yield a new stance on the 
yen and dollar. 

In addition, Japan’s p ublic 
pension funds are expected 
to allocate funds this week. 
This could have a significant 
impact and is adding to trad- 
ers* unease about assuming 
strong positions. 

The Tokyo exchange intro- 
duced a new trading system 
yesterday, which also hin- 
dered trading as .dealers had 
yet to temiSarise themselves 
with it. The new system 
quotes prices for some 
Stocks, in smaller jncrgrnuntw 
and is intended to ™i» it 
easier for investors to spot 
price movements and iden- 
tify risks. Same dealers tear 
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it win also make it harder 
for them to make quick prof- 
its and warn it could taka 
several days for the market 
to get used to the Systran. 

Declining issues outnum- 
bered gainers 691 to 363, 
with 172 issues unchanged. 
The losers were led by com- 
munications, transport 
equipment and warehouses, 
and gainers by land trans- 
port and commerce. 

SEOUL closed tip thanks 
to late buying of brokerage 
shares. The Kospi index rose 


4.26 to 494£9 led by a 9* per 
cent jump in the securities 
company sub-index. 

Overseas Investors led the 
buying, while individual 
investors were net sellers. 

Hopes that faffing interest 
rates would help Increase 
trading volume on the stock 
exchange prompted buying 

of brokerage shares which 
until recently have been out 
of favour. Boram Securities 
rose Won240 to Wcm224Q, LG 
Securities Won610 to 
Wan5,700, and Daewoo Secu- 
rities Wan330 to Won 9470. 

Blue-chip industrials, how- 
ever, lost ground on profit- 
taking. Samson Electronics 
fell Won900 to Won79,600 
while Pahang Iran and Steel 
lost WonfiOO to Wan66300. 

MANILA gained ground in 
low volumes as foreign play- 
ers stayed away. The bendi- 
mark ended up 1K99 or (X8 
per cent at 2£L0.76 led by 
Manfia Electric and telecom- 
munication sharps 

Turnover was among the 
lowest for the year, totalling 
670m pesos, only slightly 
hi gher than t he 640m which 
changed hands on January 2. 


Power distributor Manila 
Electric’s B shares were the 
most actively traded, closing 
up 5 pesos to 12 pesos. Tele- 
com shares were higher on 
reports of a possible merger 
between three telecom com- 
panies. Philippine Telephone 
& Telegraph rose 31 centavos 
car 41 per cent to 1.06 pesos 
and Globe Telecom 15 cen- 
tavos to 495 pesos. 

KUALA LUMPUR fell 
amid heightening uncer- 
tainty over the financial 
health of companies. The 
composite index lost 621 or 
09 per cent to 66623. 

Telekom lost 20 cents to 
M$11.60 as investors hard- 
pressed for cash sold off 
their holdings. Tenaga, the 
electric utility, slipped 10 
cents to M$8.40. 

Kelanamas, the holding 
company which operates 
businesses facindfrng sugar 
manufacturing and construc- 
tion en gineer ing, lost 8 cents 
to MS60.50. Investors were 
discouraged by the down- 
grade by Moody's of its bank 
guaranteed bonds. 

SINGAPORE drifted lower 
on late selling. Investors 


remained concerned over the 
health of Malaysian corpora- 
tions while the latest agree- 
ment between Jakarta and 
the IMF over Indonesian 
reforms provided some sup- 
port. The Straits Times 
Industrial index fell 7.14 or 
0.5 per cent at 1,586.91. 

The stronger rupiah 
depressed JAKARTA with 
the composite index down 
852 or 0.7 per cent to 52456. 

The currency’s rise opened 
arbitrage opportunities for 
Telkom and Indosat, which 
account for over 22 per cent 
of the total market capitalis- 
ation, and are also listed in 
London and New York. Tel- 
kom fell Rp50 to Rp3£50 and 
Indosat Rp500 to RplZ325. 

Some shares gained on the 
government’s reform agree- 
ment with the IMF. Finan- 
cials were higher on reports 
of a minimum capital 
requirement of Rp250hn for 
banks while plantations 
were beneficiaries of the lift- 
ing of an export ban cm palm 
oiL London Sumatra, the 
plantation company, was the 
most active issue, ending op 
Rp275 at Rp2500. 
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ASIAN DEVELOPMENT BANK 

PROCUREMENT OPTELHflONE SYSTEM 

Tto Aato Oawtopment B«rA (Aeto^is lorttw 

r ip pl y, ittamryL InataHaMon. faring and commriilnnlng erf a 
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SEOUL INTERNATIONAL TRUST 

interaatiooal Depositary Receipts 
Evidendng Beoefldal Cerdfkates 
Itepreseobnj 1,99# suits 


Mor^m Gaarasty TVnSt Compsuy of New York 
Notice t« heirhy giwai tn thn I hMuMm that Srito laarraatlwnal Trari ho 
dedared on Augiu 1, 1 997. a ifiaribuiian af^ Wan 427X00 per IDR of 1 JD00 
omu ia trie KepufaUc of Korea. 

Coopon No I3offelnenia!ioto Depositary ReceiporfSocnllnttnDnional 
Tnw and Seoul kttaiwiooantatf Resold is payaUe fob A^tat 8, 1»7, o 
US doDas at me of the foOewmg offices of Mogan OureanQF Tnw Company 
ofNeWYo*: 

• Branch. 35 Avenue dcs Ana 

• New York, 60 UWl Street 

• UaadoaCOVktubBUbaabiaii 

The proceeds of Ue caapons praenttd win be convened bud US doHam er ihe 
ptftvtiliftg apol ate of fee Bay foDowint Itair pr cacatation. and wiJ be 
distribeted » Uoibotden b proponicn to their rapeertre enraiciBeots and after 
deduction rf iQ aaees and ringer of Ae Pepantuy. 

Holder* fttidatt ■> o cowBry hiving a doable fanfioa tnriy widi to RepaUie 
of Korea may obtain payment of their conpona at a lower ne of the Korean 
noo-resfcfeni widdjoWing tax, ou ccndilioc ibey fumilfa entw » *e Depositary 
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nddeooe ugedn wiOl a copy of lire Cenifioae of feoorpdcatkn or a copy of 
ifac pinpoii fbr^ btfiriitols. Tbosa documcare are nqneried by B* Kuwa 
NuMoallte AtoUnafioa OtBa as evidence of feridence and witboui dm 
■be fuD nae of J7 50 pet Korean ooo-renkni withboidii^ Ow wfflbeietaiaed. 
flepoai to y: Morjn Cnraniy Trss Company of New Yott. 
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A^INDUSTRIVARDEN 

Annual General Meeting 

Shareholders of AB Industrivtirden are condiaBy invited to attend the 
Annual General Meeting on Tuesday, May 5, 1998, at 2 p.m. at Grand 
Hotel, Vintertrddgdrclen, in Stockholm, Sweden. 

For complete notice with agenda, please contact Industrivirden. 

Stockholm, Sweden, April 1998 

The Board of Directors 


AB MiatUvanten (pubL), Box 5403, SE-114 84 Stockholm, Sweden 
Phone *48 8 886 84 00, Fax +46 8 661 46 28, InfaQind ust rivarderiJM o wwwJrafe i strt v ar de n^e 
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Impact on the market and the role of 
tourism in buBding air travel markets. 

FT Survey 

Sweden. 

Holidays 

Bangladesh, India, Liberia, Sri Lanka, 
Thailand. 


WEDNESDAY 15 


Jobs deadline 

European Union nations have until today 
to lodge reports with the European 
Commission about how they are creating 
jobs and tackling unemployment. The 
documents will be analysed by 
Commission officials drawing up 1999 
employment guidelines expected to 
outline best practice. The idea came out 
of the BJ’s first employment summit in 
Luxembourg last year and is aimed at 
reducing the union's 18m jobless toll. 

Group therapy 

Finance ministers from the Group of 
Seven leading industrial nations meet in 
Washington, ahead of the World Bank 
and International Monetary Fund 
meetings. The G7 ministers are expected 
to discuss the International efforts to aid 
the faltering economies of east Asia, as 
well as Japan's attempts to resuscitate 
its awn economy. At the same time in 


financial times 
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TUESDAY 14 


Botha In court 

P.W. Botha, South Africa’s fanner 
president. Is to appear in court in the 
town of George charged with defying a 
subpoena to appear before the Troth and 
Recondflation Commission, which Is 
examining crimes committed h the 
apartheid era. Two neurologists had 
submitted affidavits saying that Mr Botha 
was unfit to stand trial and unable to 
distinguish right from wrong after 
suffering a stroke in 1989. But Frank 
Kahn, Western Cape attorney-general, 
ruled last week that the trial should go 
ahead as planned. Some right-wing 
whites have attempted to make the 
Botha case a rallying point by accusing 
the ruling African National Congress of 
persecuting members of the former 
National Party regime. 

Plane speaking 

Airports Council International, the global 
airports body, hosts a three-day 
conference in Geneva on traffic 
development and air service 
opportunities. On the agenda are the 
future of hubs and secondary airports, 
new airport services stemming from new 
aircraft types, low-cost earners and their 






The plight of the Asian economies wfll be htfi on the agenda at the spring meetings of the International Monetary Fund and the Work! Bank ta Washington this week 


Washington, the Group of 24 ministers 
also meet, chaired by Antonio 
Casas-Gonzatez, president of 
Venezuela’s central bank. 

Euromoney conference 

Lawrence Summers, US deputy treasury 
secretary. Antonio Sousa Franco, 
Portugal's finance minister, Antonio De 
Sousa, governor of the Bank of Portugal, 
Wolfgang Ruttenstorfer, Austrian state 
finance secretary, and panellists from the 
Federal Reserve, the European 
Community, the Bank of England, and 
the European Monetary Institute will 
address a Euromoney conference on 
European economic and monetary union 
at the Plaza Hotel, New York. 

FT Survey 

Russia 

Holiday 

Thailand. 

THURSDAY 16 
Presidential muddle 

The Slovak parliament begins Its third 
attempt to elect a president to replace 
Michal Kovac, who stepped down on 
March 2. Far the first time, the ruling 
Movement for a Democratic Slovakia has 
put up a candidate, Milan Secansky, a 
deputy, but he is unlikely to secure the 


three-fifths vote required. The other 
candidates are Brigita Schmognerova, 
deputy leader of the forma’ communist 
Party of the Democratic Left, and Sdeno 
Suska, an Independent, who are also 
expected to be unsuccessful. Since Mr 
Kovac stepped down, the government 
has assumed most of his powers and 
used them to cancel a referendum he 
called to back direct presidential 
elections. 

Asia on their mind 

The two-day spring meetings of the 
International Monetary Fund and the 
World Bank take place in Washington, 
and are expected to concentrate on 
Asia's economic problems. Michael 
Camdessus, the IMPs managing director, 
will present the results of the Interim 
committee discussions. Gordon Brown, 
the UK's chancellor of the exchequer, 
chairs the meeting of the Group of 10's 
ministers. Representatives from Europe, 
Asia and Latin America wfll also meet to 
discuss the lessons leaned from the 
handling of the east Asia Aran rial crisis. 

Clinton in Chile 

President Bill Clinton goes to Chile, 
returning the visit made by President 
Eduardo Frei in 1996. On Friday he wfll 
attend the congress in Valparaiso, where 
the audience will include Auguste 
Pinochet, flfe senator and former dictator. 
The US president may also visit the 
seaside home of Pablo Neruda, Chile's 
Nobel prize-winning poet and zealots 
communist Hillary Clinton is scheduled 


to travel to the southern city of Temuco 
to meet native Indian groups. 

Trade treaty I 

Presidents of Central American nations, 
meeting in Buenos Aires, are expected to 
sign a framework free-trade agreement 
between South America's Mercosur bloc 
and the Central American Common 
Market On the same day Mercosur will 
sign a trade deal with the Andean 
Community, South America's other trade 
Woe. 

Trade treaty II 

In Santo Domingo, five Central American 
countries and the Dominican RepubBc 
will sign a free trade treaty as part of an 
effort to prepare for the proposed 
hemispheric free trade area in 2005. The 
pact, which wifl create a market of 40m 
people, will ndude Costa Rica, the 
Dominican Republic, B Salvador, 
Guatemala, Honduras and Nicaragua 
The Dominican Republic, which is also 
negotiating a free trade treaty with the 
15-member Caribbean Community 
(Caricom), hopes ft can be a bridge in 
inking trade between Cental! America 
and the Caribbean Islands. The 



signatories to this week's treaty, say they 
will speak with a combined and stronger 
voice at the weekend summit in Chile to 
start negotiations on the hemispheric 
trade bloc. 

Tobacco lawsuit 

A pre-trial hearing of a lawsuit against 
cigarette companies on behalf of sick 
Florida smokers takes place in the 
Miami -Dade County courthouse. 

African manoeuvres 

Soldiers from eight west African 
countries - Benin, Burkina Faso, Chad, 
Ghana, Ivory Coast, Niger, Nigeria and 
Togo - hold joint manoeuvres in Burkina 
Faso. The exercises, christened Cohesion 
Kbmpienga 98. are the first organised by 
African nations without foreign help (to 
April 21). 

FT Survey 

World Energy Review. 

Holidays 

Iran, Israel 

FRIDAY 17 


Cohen talks to Turkey 

William Cohen, US defence secretary, 
arrives in Turkey to discuss defence ties 
between the two Nato allies. He will visit 


the IndrHk base which has been used by 
the US airforce to patrol the sides over 
northern Iraq since the 1991 Gulf War 
and hold talks on April 18 in Ankara with 
the Turkish authorities. 

Schroder test 

Germany's Sodctl Democrats are_. 
expected to endorse Gerhard Schroder, 
the prime minister of Lower Saxony, as 
their chancellor candidate, at a special 
one-day party conference in Leipzig. Mr 
Schr&der will chaHenge Chancellor 
Helmut Kohl in the fedora! election on 
September 27. The SPD rally wfll also 
agree the party's election programme 

and seek to buHd on its strong opinion 
poH showing. The SPD has cast ftsalf as 
the "new centre" in German pofttics and 

has put fighting unemployment as its top 

priority. 

Holidays 

Cyprus, Greece. Israel, Lebanon. Ukraine. 


SATURDAY 18 
All-America summit 

The heads of state of afl 32 nations from 
North and South America meet to 
formally launch negotiations for the Free 
Trade Area of the Americas (FTAA) which 
is due to be in place by 2005. The 
summit organisers also expect to 
announce a $4bn-$5bn package of aid. 
from sources that Include the 
inter American Development Bank (IDBJ 
and the World Bank, to support 
educational reforms for the region, and 
for Judicial training and support for smaB 
businesses. 

Yeltsin rescheduled 

Russian president Boris Yeltsin is due to 
hold informal talks, postponed from last 
week, with Ryutara Hashimoto, Japan's 
prime minister, at the coastal resort of 
Kawana, south-west of Tokyo. 

Building bridges 

Prime ministers Goh Chok Tong of 
Singapore and Mahathir Mohamad of 
Malaysia formally open a second road 
bridge between their countries. 

FT Survey 

Clocks, Watches and Jewellery. 

Holidays 

Albania, Zimbabwe. 


SUNDAY 19 


Austrians vote 

Austrian presidential elections are held, 
with a second round to follow on May 24 
if necessary. 

Holidays 

Belarus, Bulgaria, Egypt, Lebanon, 
Moldova, Russia, Ukraine, Venezuela. 

Compiled by Roger Beafe 
Fax 44 171 873 3196 
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Other economic news 

Tuesday: Weaker energy 
prices in the US are likely to 
have subdued any increases 
In the consumer price Index 
during March. The core CPI is 
expected to show a lower 
increase than February's 0.3 
per cent monthly rise, with 
most in the market forecasting 
a rise of 0.2. US retail sales 
during March were likely to 
have been depressed by the 
timing of the Easter hofiday. 
Wednesday: The British Retail 
Consortium’s sales monitor for 
March will provide an 
important Indicator of the 
strength of sales volumes - 
although the timing of Easter 
again complicates the overall 
retail picture. 

Thursday: The Indications are 
that Italian industrial output 
has been firmer in the first 
quarter this year - with 
business confidence, 
electricity consumption and 
expectations or higher orders 
all pointing to output growth 
during February. 

Friday: A rebound in US 
export volumes during 
February Is expected, after 
January's trade balance 
increased to a $12bn monthly 
deficit But rising friventories 
may have brought an influx of 
imports, causing the balance 
to deteriorate. 


ACROSS 

1 Sounds confused (6) 

4 Front vehicle needs protec- 
tion (8) 

9 Female articles (6) 

10 During break, call back 
mum (Bt 

12 Paying out starting odds 
before the finish (8) 

13 Heat and wrath generated 
about the first mate (6) 

15 Easy pace of David Copper- 
field (4) 

16 Price of a suit? (5,6) 

19 Socialist soccer player (4-6) 

£0 Smart fellow the French 
take into account (4) 

23 Three of than moke a quar- 
ter (6) 

25 Drink of tea I sent out for 
( 8 ) 

27 Products of fruitful har- 
ems? (8) 

28 Drug user did wrong in law 
( 6 ) 

29 Short skirts tempt the 
clergy (.8) 

30 Yet rate may be at one's 
lowest on them (6) 


ECONOMIC DIARY 


Statistics to be released this week 


Oaf 

n rt w rad Country 
Yesfday Japan 


Tubs UK 
Apr 14 UK 


Economic 


Weds Japan 
Apr IS Japan 


Thure Italy 


Feb mach’ry onis ex power/ships** 

Feb mach'ry ortfs ox power/ships 

Mar trade balance 

British Retail Consortium surevy 

Mar producer price index input* -03% 

Mar producer price Index input** -8.8% 

Mar producer price index output* 0.0% 

Mar producer price Index output** 0,9% 

Mar prod pri indx ex food/drink/tob** 0.4% 

Mar consumer price Index 0.1% 

Mar consumer pri index ex food/energy 02% 

Mar retail sales 0J?% 

Mar retail sales ex-auto 0.1% 

Mar Atlanta Fed Index 

Mar real earnings 

Badbook April 11 

'Feb Industrial productionf 

Feb shipmentgf 

Feb business inventories 0.6% 

Feb motor vehiefe sales* 9.3% 

Mar export price index 

Mar import price index 

Mar money supply (M2+CD)~ 

Mar broad liquidity*' 

Feb industrial production *T 0J3% 


Day 

Retraced Country 
Apr 16 Italy 


Economic 

Statistic 


Apr 16 Italy Feb industrial production** notf 2.3% 

Malaysia Feb irxkistriai production** 5.7% 343% 

US Initial dams week ending April 11 310k 

US Mar housing starts 1.57m 1.64m 

US Mar bidding permits 1.63m 

US Apr PhfladrtpMa Fed Index 16.1 

Canada Feb wage settlement Increase** 2.1% 2J3% 

Frt US Feb trade: goodafearvtees' ' ■ -$T2-0bn. -Sl2J)bn 

Apr 17 - US Feb goods/services export (ba! of pay) $77-5bn $77.3 bn 

US Feb goods/sarvtcea import foal of pay) $S9.Sfon $89 ^bn 

Canada Feb merc ha n di se exporter - 2.2% -4-3% 

Canada Feb marchanefise I mport sf 3.5% -3.6% 

US . Mar industrial production Lfrrcti Uncri 

US Mar capacity utilisation 82.4% 82.7% 

US Apr Michigan sentiment preliminary 108.0 106.5 

Sat Korea Mar current account $4.05bn 

Apr IB Korea Mar trade balance $3.96bn 

Sun Slngap‘e Feb retell sales Index (nomj** ' -BAH . 

Apr 19 Japan Mar trade bal (customs cleared, notfl YBOObn 

Daring the week... 

Japan Mar Tokya de pa rtment store sates** ~ ■ -5 j4%. 

Germany Fab retaS sales, real notf” -<X5% -3_2% 

Germany Fab retail sales, reatT 1.0% -55% 

Germany Mar wholesa le price index* • 0.0% 0X1% 

•worth on north. ”yaar on yaw. Isa mu uti y atfluggd Statate* corner Start** 4 


St- George Bank Limited 

fnunponned in New Saudi WVda) 

A.GM. 055 513 070 

U.S. $250,000,000 
Floating Rate Notes due 2000 
Notice b hereby given that for the Interest Period 9th April 
1998 to 9th July, 1998 die Notes will cany a Rare of Interior of 
5.96406% per annum. The Interest Amounts payable will be U.S. 
$150.76 per UJ3. $10,000 Now and US. $130758 per US. 
$ 1 00,000 Nou- The I newest Payment Ebre will be 9rh July, 1998. 


Bankers Trust 

Company, London Agent Rank 
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U5$2SO,000,000 
Subordinated collared 
floating rate notes due 2003 

Notke is hereby given that for 
Che interest period )4 April 1998 
to 14 October 1998 tke notes wUI 
carry an In te rest r at e of 5 JX25% 

per annum. Interest payable on 
14 October 1998 mill amount to 
USS141J8 per USS5.000 note 
and USS2.827.S0 per US$100,000 


DOWN 

1 School principal to order a 
bearing-aid (t; 

2 The richer for not getting 
on? 

3 Tips union leader to spend 
freely <6) 

5 Took off commercial about 
keep-fit exercises (4) 

6 A leading function (8) 

7 A lighthouse casts it across 

the vessel (5) 

S Roadside dumps?!?) 

11 Fail to draw positive con- 
clusions from Dante's work 
(7) 

14 Show how old one is in a 
gasp (7) 

17 A brilliant game for one 
person <9} 

18 Better than one * if you 
want to cheat at tossing 
<3£) 

19 Big cash payment for cube 
sugar? (4,3) 

21 Makes a secret assignation 
(7) 

22 Exhausted when given 
high level employment 
(■L2) 

24 Man made fabric, afternoon 
only perhaps (5) 

26 Equitable market (4) 



PRIZE CROSSWORD 

No .9,655 Set by DANTE 

A magnum of Laurent Perrier Rosi champagne far the first correct 
solution opened. This prize is available only to winners living in 
England. Scotland and Wales. Winners with overseas addresses win 
receive a stainless steel FT desk dock. Solutions by Thursday April 23, 
marked Monday Cnxswonl 9,656 on the envelope, to the Financial 
Times. 1 Southwark Bridge. London SEl 9HL- Solution on Monday April 
27. Please allow 28 days for delivery of prizes. 


Winner of Puzzle No.9,644: B. Hardy. Oxford. 
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Th e government is trumpeting its 
economic success but big business 
has reservations, says Tim Burt 

Playing it safe 
for the election 






T be future political and 
economic direction of 
Scandinavia's largest 
economy will be decided 
later this year when Swedish 
voters go to the polls. 

Parliamentary elections in 
September, the last before 
the millennium, will deliver 
the country’s verdict on the 
ruling Social Democrats - 
who have dominated the 
political scene for more than 
70 years. The election comes 
at a time when Sweden’s 
pursuit of full employment 
and generous welfare bene- 
fits looks increasingly una- 
chievable. 

With just si x monthB of 
campaigning ahead, the gov- 
ernment appears confident. 
It has good reason to be. 
After the seismic shocks of 
the hanking crisis, recession 
and rising unemployment of 
the early 1990s, tbe economy 
has been brought under con- 
trol and restored to health. 

Today, the government 
will stake out its battle- 
ground for the election by 
pointing to low inflation, 
modest interest rates, solid 
GDP growth and a prospec- 
tive surplus. 

Tbe 1999 budget, to be 
delivered at tbe Riksdag this 
afternoon, will paint a pic- 
ture of a country on a firm - 
if rather sedate - recovery 
trend. In addition to general 
economic well-being, Erik 
Asbrink, Sweden's finance 
minister, will highlight tbe 
signs of falling unemploy- 
ment and increasing per- 
sonal prosperity. 

Moreover, the prospects oL . 


a surplus should tmahia tbe 
Social Democrats to give a 
sweetener to their tradi- 
tional left-of-centre support- 
ers by releasing more 
resources for local authori- 
ties, health and education 
without breaching public- 
spending ceilings. 

That should lay tbe foun- 
dation for a powerful elec- 
tion manifesto, and creates a 
difficult target far opposition 
parties to Shoot at Mora so, 
because all seven political 
parties recognise the need 
for a stable economy. Pri- 
vately, some opposition lead- 
ers applaud the monetary 
policy pursued by the Riks- 
bank and the government's 
success in meeting a 2 pear 
cent target 

But there the consensus 
ends. 

With tbe vital goal of eco- 
nomic stability assured, 
rival factions in parliament, 
industry and organised 
labour have begun drawing 
up widely differing "wish 
lists" for the future of Swe- 
den - both on the domestic 
and international stage. 

At issue are tax reforms; 
labour market flexibility - 
or lark of it; delivery of wel- 
fare and, perhaps most 
importantly, attitudes to 
European economic and 
monetary union, 

Goran Perssan, preparing 
to fight his first electian as 
prime minister, says that all 
these areas wUl be addressed 
- but only when tbe time is 
right. On three counts - 
taxes, organised labour and 
Emu - that time is not now. 


Interviewed for this sur- 
vey, he makes plain that tax 
cuts will take second place 
behind tbe delivery of wel- 
fare services. Sweden will 
not adopt the single cur- 
rency without strung public 
s u pport ; and Mr Perason 
sees little problem with cur- 
rent labour rules and tbe 
influence of trade unions, 
ms relaxed view of the chal- 
lenges facing tbe country 

causes barely-concealed ini- 

fiiLmin n\i\fn^y oppo si tion CGZkr 

tre-rfght parties and the larg- 
est employers organisations. 

They argue that Sweden 
faces a stark choice. It must 
either mesa the fast-forward 
butto n — embracing radical 
reform in social welfare, 
employment rules, and for- 
eign and security policy. Or 
it opts for the rewind, seek- 
ing to recreate the 1950s era 
of jobs for all and unrivalled 
state care. 

Social Democrat leaders 
believe there is a middle 
path, whereby the govern- 
ment can many its paternal- 
istic desire to “look after 
Sweden", while reassuring 
big companies that it is a 
good place to do business. 
They also see no conflict 
between abstaining from the t 
euro and pledging to make 
its introduction a success. 

Carl BUdt, the former 
prime minister and leader of 
the Moderate party, scofis aft 
that idea. "This country 
needs renewal, but it is in 
danger of la g gin g behind,” 
he says. 

Mr BUdt - who last year 
returned to Swedish politics 



Tourists are flocking to Stockholm but foreign executives are proving more difficult to attract to the capital and Gothanbug 


after two years as the Inter- 
national peace envoy in Bos- 
nia — mtpc analysis by tbe 
OECD, which says Sweden 
has. fallow from fifth to 18th 
place in the ranking of per 
capita purchasing power 
over the past 20 years. It has 
been overtaken by countries 
such as Ireland and Italy. 

Mr Bfidtis statements are 
aimed clearly at unseating 
the government. But the dis- 
quiet extends beyond elec- 
tioneering. 

The OECD - while not 
quite accusing the Swedish 
government of complacency 
- has recently drawn up a 
list of recommendations 
regarded as blasphemous by 
some Social Democrats. 
Among other demands, the 
Paris-based organisation 
called for reduced taxes an 
labour, lower social security 
payments, wider wagB differ- 


entials, mu! a ftitwpHfteri tax 
regime for small companies. 

Employers, moreover, 
have warned that Swedish 
companies will not wait for 
the government to address 
these issues. Instead, they 
fear Investment leaking 
overseas and an exodus of 
corporations frustrated at 
personal tax levels. 

That may be overly pessi- 
mistic. But there are signs of 
big corporations - of which 
Sweden has many - becom- 
ing dislUnsioned with gov- 
ernment policy. 

Ericsson, the country’s 
single largest exporter, has 
warned it might relocate its 
headquarters to London 
because Swedish income tax 
levels make it almost impos- 
sible to recruit suitable for- 
eign executives. Such a 
move could prompt other 
companies to reassess the 


location of their headquar- 
ters. 

The danger for Sweden is 
that companies such as 
Ericsson - with most sales 
already outside Scandinavia 
- mi gh t start making differ- 
ent investment decisions 
based in London than in 
Stockholm. 

In the worst case scenario, 
their co mmi tment to the 

label “Made in Sweden” 
might start to wane. 

So for. few companies 
have threatened to withdraw 
investment from Swedish 
plants. But the divergence of 
corporate Sweden from polit- 
ical Sweden win be amplified 
by the introduction of the 
sing le currency next year. 

According to Mr Perssan, 
Sweden is not ready for the 
euro and there Is little public 
support for it. Mr BUdt 
describes that claim as a 


myth - saying the only real 
source of eurascepticism is 
the Social Democratic party 
itself. 

While they argue, large 
Swedish companies have 
already begun active prepa- 
rations for the new cur- 
rency. Some of them will 
switch accounting, invoicing 
and possibly share listings 
from krona to euro. While 
the transition is expected to 
be gradual, it will signal that 
industry does not share gov- 
ernment reservations about 
closer integration. 

If opinion polls were run- 
ning against tbe Social Dem- 
ocrats. tbe combination of 
boardroom criticism and 
opposition disquiet might 
give Mr Perssan cause for 
alarm. But this is not the 
case. Indeed, recent polls 
results suggest that his cau- 
tions approach towards both 


an top. Ml and rifpn. bottom MS Rajr Axwrts 

Emu anri rrfflnnt at home 

reflect the national mood. 

Although there are signs 
of growing enthusiasm for 
change among young voters, 
most Swedes seem reassured 
by the government’s han- 
dling of the single currency 
issue and the pledge to 
deliver improved welfare 
before considering tax cuts. 

An election ticket of care- 
ful economic husbandry and 
a “softly, softly” attitude to 
monetary union will proba- 
bly prove a vote winner far 
the existing government. 
That might be frustrating for 
modernisers in industry and 
politicians such as Mr Bildt, 
but it would not be a disas- 
ter for Sweden. 

If nothing else, victory in 
1998 for tbe Social Demo* 
crate would at least place 
the country in a safe pair of 

hnnrta 



M ^|ll our products are manu- 
factured in the EU. Most of 
them are also sold here. DataCopy® 
is one of the best known brands of 
office paper in Europe. Paper that is 
used at work and at home in copiers, 
faxes and computer printers. Such 
paper should naturally be troublfree. 
So runnability and printability are 
outstanding, and text and images are 
sharply reproduced, even by the fas- 
test office machines. 

Another well-known brand name is 
Invercote®, the name on our high 
quality paperboard. The Holmen 
News Pink name is used on our pink 
newsprint of the highest quality. 

We have the capacity to produce 
some 3,000,000 tonnes of paper and 
paperboard each year. 

These products account for 80 per 
cent of our annual sales. In a nuthell, 
MoDo is a paper company. We con- 
centrate mainly on the European 
market, and in that sense we are a 
regional company. In financial terms, 
we are a very strong company. 

These are the hallmarks of MoDo 
we’d like to see stamped on all our 
products. Not only “Made in the EU”. 


MoDo I 


Telephone: +46 (8) 666 21 00 Fax: +46 (8) 666 21 30 www.modogroup.com 
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The figures say it 
all, says the 
finance minis ter 
but critics still 
have doubts 

Erik Ash ri nk has good 
reason to be satisfied with 
the state of the Swedish 
economy. 

The country's finance min- 
ister. an advocate of tight 
fiscal policy and strong pub- 
lic finances, believes his 
handling of the economy will 
provide powerful ammuni- 
tion far the government's re- 
election campaign this year. 

On the face of it. the fig- 
ures look arresting. GDP 
growth of 1.S per cent last 
year is set to accelerate to 
2.9 per cent this year, level- 
ling off at 2.7 per cent in 
1999. 

□□employment, excluding 
government-sponsored train- 
ing schemes, is expected to 
fall from 8 per cent in 1997 to 
below 7 per cent. The gov- 
ernment's balance 

should move this year from 
a l.l per cent deficit to a 1.9 
per cent surplus. 

“The overall picture has 
been a trend towards a tre- 
mendous improvement in 
macro-economic conditions.” 
says Mr Asbrink. 

“Improved public finances 
with resulting decreases in 
Interest rates, and growing 


surpluses In the current 
account, together paint a 
picture of a stronger econ- 
omy. “ 

Over the next five years, 
the national institute of eco- 
nomic research estimates 
that growth will average SL5 
per cent a year with infla- 
tion bovezing around 2 per 
cent 

Its optimism is echoed by 
the Riksbank. where central 
bank governor Urban BScfe- 
strOm believes that eco- 
nomic turmoil in Asia and 
wage restraint should fur- 
ther subdue inflationary 
pressures. 

“Employment is expected 
to rise as demand becomes 
stronger,” he says. “If this 
materialises, economic 
development in Sweden in 
the coming two years should 
be fairly favourable, with 
good growth, some Increase 
in employment and moder- 
ate inflationary pressure.” 

According to the central 
b ank, infla tion is expected to 
average 1.6 per cent in 1996 
and 2.1 per cent in 1999. That 
has persuaded Mr B&ckstrDm 
to suggest there is no imme- 
diate pressure to increase 
the repo rate from its cur- 
rent -L35 per cent level. 

Sweden should, therefore, 
continue to meet most of the 
criteria for European eco- 
nomic and monetary union, 
even though the government 
has decided for political rea- 


sons not to Join In the first 
wave. 

So far, so good. But many 
apposition politicians, 
employers and leading 
industrialists believe that 
the government’s outlook is 
over-optimistic and that 
Sweden's public finances 
could be derailed by any 
change in the economic 
cycle. / 

“The government’s fore- 
casts are based on the 
assumption that there will 
be no downturn, and Sweden 
has still not embraced struc- 
tural reforms of its labour 
market," according to Carl 
Hamilton, economics spokes- 
man for the opposition lib- 
eral party. 

He claims that growth in 
job creation will be only 
modest, particularly in the 
public sector. 

Claes Dahlback, the chief 
executive of Investor - the 
main investment vehicle of 
the Wallenberg family. Is 
more forthright still. “Fur- 
ther reforms of a more com- 
prehensive type must be 
enacted if Sweden is to catch 
up with other OECD coun- 
tries,” he says. “We feel that 
labour market laws in their 
present form are ineffective 
and do not contribute to 
increasing employment." 

The government has 
shown little inclination to 
shake up labour laws or 
heed calls for lower income 


taxes, mainly because of its 
close ties to the union move- 
ment and its co mmitment to 
generous welfare benefits. 

Mr Asbrink, who is more 

Of a n w l pndgpr than many 

of his cabinet colleagues, 
toes the party line that tax 
cuts must be secondary to a 
strong welfare system, and 
that union reform cannot be 
taken li ghtly 

“It is difficult for us to 
accept flexibility if that 
means reducing the roles of 
trade rmtnwg in fho labour 
market, or scaling down 
unemployment benefits or 
workers rights,” he adds. 

To the government, labour 
market reform is largely con- 
fined to improved skills 
training and encouraging a 
shift in employment from 
the public sector to the pri- 
vate. 

While the economy is 
enjoying an upturn and 
demand remains solid, the 
Social Democrats can proba- 
bly justify such tinkming. 
But more radical action will 
be required if the cycle 
turns. 

Any reluctance on the part 
of unions to embrace reform 
and. in extreme circum- 
stances, an outflow of indus- 
trial investment could 
quickly reverse any fall in 
the jobless totals. 

Mr Asbrink regards that 
as highly unlikely,, even if 
some dis grim tied corpora- 
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tions have threatened to 
shift their corporate head- 
quarters overseas. 

In a bid to preserve the 
g o vernment's generally con- 
sensual approach to busi- 
ness, he has held out the 
prospect of tax breaks in the 
future for small a n d mprifrim 
size businesses. 

But, for the time being, 
such reforms would still 
come below welfare spend- 
ing and education in toms 
of government priorities. 

In today's budget bill, the 
finanra minister win reiter- 
ate that the longer Sweden 
can sustain a favourable 
macro-economic situation, 
fhpn the more opportunity it 
will have to address struc- 
tural problems. 

“We will look at the 
long-term problems and tax 
reform. But not at the 
expense of our surplus — we 
will not borrow -to finance 
tax reductions and we must 
also have a strung welfare 
system,” according to Mr 
Asbrink. 


Critics of government pol- 
icy admit that Sweden has 
moved out of a period of 
stagnation and there are 
signs of a feel-good factor 
returning, at least in terms 
of consumer spending. 

But they claim that the 
growth is not generating 
jobs fast enough and the fail- 
ure to embrace labour 
reforms could make the next 
recession, very painful 

By focusing on future haz- 
ards rather than egfatiog dif- 
ficulties. they are acknowl- 
edging (coyly) the 
government’s success In 
restoring the economy to 
health. Although the govern- 
ment cannot be complacent 
about its achievements, it 
deserves to be satisfied that 
Sweden has shrugged off the 
negative growth figures of 
the early 1990s and begun to 

tackle iiTwnip ln ymml 1 

“We are' going to fight the 
election on our economic 
record and we have a good 
record to. show,” says Mr 
Asbrink.' 



Erik Asbrkik: mare of a moderniser than many coleaguea 


EUROPEAN MONETARY UNION • by Tim Burt 


BANKING • by Greg Mclvor 


Scepticism which runs deep 



The opposition 
parlies reject the 
government's 
wait-and-see 
approach 

Sweden will not take part in 
European economic and 
monetary union In 1999, that 
much is certain. 

According to the country’s 
ruling Social Democrats, 
Scandinavia’s largest econ- 
omy is simply not ready to 
surrender the krona, even if 
it qualifies for participation 
in the single currency. 

Like its Danish counter- 
part. the Swedish govern- 
ment believes that suspicion 
of Emu runs so deep that 
voters would reject any 
attempt to introduce the 
euro from the start 

That scepticism extends 
from rural farming commu- 
nities to the Riksdag in 
Stockholm; there is little 
agreement - even in the cab- 
inet - on how to proceed. 

On one side, business 
leaders and apposition Mod- 
erate and Liberal politicians 
ore calling on Sweden to 
join the project at the earli- 
est opportunity. On tbe 
other, labour unions and 
senior ministers are urging 
caution, warning that the 
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country cannot sign up to 
Emu without a popular man- 
date. 

The government argues 
that it cannot put the issue 
to a referendum without 
being reasonably sure of a 
solid “yes" vote In the cur- 
rent economic climate, such 
a result is unlikely. 

Swedish euro-scepticlsm 
bas its roots in tbe timing of 
Sweden’s EU entry in 1995. 
Many of those who voted to 
join the union did so in the 
expectation of immediate 
economic benefits. 

They have been disap- 
pointed. In some parts of tbe 
country. Brussels has even 
been blamed for rising 
unemployment and forcing 
the government to cut 
spending. 
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That sentiment has per- 
suaded Gflran Persson to 
adopt a wait-and-see 
approach. The prime minis- 
ter believes he is fully 
justified in standing on the 
sidelines, even though Swe- 
den cannot fall back on opt- 
outs from the Maastricht 
treaty. 

While acknowledging the 
economic advantages of 
Emu, Mr Persson says 
Swedes are concerned that 
tbe single currency could be 
tbe precursor to wider politi- 
cal integration. 

“This is not only about 
coins and bills but a new 
type co-operation Inside 
the EU," he adds. “How far 
can you go in that co-ordina- 
tion before you need new 
political bodies; isn’t it fair 
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this could end. up a differ- 
ent political union?” 

That is a view whole- 
heartedly rejected by Carl 
Bfldt, leader of the Moderate 
opposition. He maintains 
that public antipathy to 
Emu has been greatly exag- 
gerated. 

“Sweden does not have an 
emotional attachment to our 
currency, unlike in Germany 
and Britain, and there is far 
less suspicion than the gov- 
ernment claims.” 

According to Mr Bildt - 
who hopes to farm a centre- 
right government following 
September’s parliamentary 
elections - a commi tmen t to 
Etna participation would 
split the social democrats, 
but not tbe country. 

“It is a myth that we have 
a problem with the single 
currency, we do not," he 
says. 

His Irritation is shared by 
the Liberal party. Carl 
Hamilton, its chief econom- 
ics spokesman, warns that 
Sweden will lose interna- 
tional innnwir e by remain- 
ing outside the euro - espe- 
cially if the UK signals its 
intention to join. 

In the political cross-fire, 
Swedish manufactur e rs and 
the financial services indus- 
try have begun making 
active preparations for 
taking part in tbe 
euro. 

Large companies, includ- 
ing Ericsson and Astra, 
have indicated that they will 
consider switching invoic- 
ing, transactions and 
accounting from krona to 
the single currency. They 
may also abandon krona-list- 
ing in favour of euroquota- 
tkms on the Stockholm stock 
exchange. 

The stock exchange itself 
win shortly publish its strat- 
egy far introducing tbe sin- 
gle currency. It Is expected 
to recommend that compa- 
nies list either in krona or 
euro - but not both. 

Even the Riksbank, the 
central bank, has shown 
strong enthusiasm for Emu. 
Urban B&ckstrfim, the 
bank’s governor, says: “The 
bank board would have liked 
to join Emu at the start we 
saw strong benefits in doing 
so." 

If there is a sudden swing 
among Swedish companies 
to the euro, it could lead to a 
flight of capital. According 
to a report by Skandinaviska 
EnskUda Banken, demand 
for the krona might fall by 
SKrl30bn a year. 

“Signals that there will be 
a long period of Emu non- 
membership combined with 
an economic policy that 
undermines confidence in 
Sweden and in the krona 
may trigger a wave of con- 


versions to the euro,” says 
Robert Bergqvist,. the 
report's author. ... 

Such an outcome is not 
cur tain, a gradual transition 
to tbe euro among Swedish 
businesses is more likely 
from 1999. But the move- 
ment will be inexorable. - 
Increased volatility of the 
krona is a risk, and the cre- 
ation of the single currency 
win almost certainly lead to 
a further consolidation in 
the frnanrial services indus- 
try. 

But the central -b ank 

existing floating exchange 
rate policy will not be 
greatly destabilised. 

That will be some consola- 
tion to tbe finance ministry, 
which is determined to 
ensure that the krona is not 
marginalised by the intro- 
duction of the single cur- 
rency. 

Indeed, Erik Asbrink, the 
finance minister, says the 
gnvwi nTn ant nan pull off the 
balancing act of prelecting 
the krona while also sup- 
porting the introduction of 
the euro. 

Although Sweden will 
not adopt tbe single cur- 
rency at the outset^ he .says 
the government wants to 
ensure the project is a suc- 
cess. And despite claims of 
public scepticism, be sees no 
enntrarihflinn In that strat- 
egy. 

“We believe that 
the Euro will be a strong 
currency,” he adds. “But it 
does not change the Swedish 
perspe c tive that we should 
not participate from the 
start” 

The latest opinion polls, 
meanwhile, appear to indi- 
cate a generational change 
in attitudes towards the sin- 
gle currency. A poll pub- 
lished last month in the 
newspaper FinansTidningen 
suggested that a majority of 
Swedes aged 18-24 would 
vote in favour of Emu. 

More importantly, it indi- 
cated that a majority of 
Swedes In all age groups 
would back the project- 
following a successful 
launch by the founding 11 
countries. 

Mr Persson and his gov- 
ernment however, will not 
change course ahead of the 
general election. And even 
then, opinion polls would 
have to show an overwhelm- 
ing shift in public sentiment 
before they would risk a ref- 
erendum. 

“I do not want to 
take Sweden into monetary 
union with a decision backed 
only be a small majority,” 
says Mr Persson. “I want to 
have a couple of years of far- 
ther sustained recovery 
before we take the next deci- 
sion.” 

But if the current upturn 
falters in the next two years, 
Sweden might find itself con- 
templating Emu-membership 
against the background of 
recession and rising unem- 
ployment 

In such a scenario, secur- 
ing a “yes” vote could prove 
even more difficult 
By staying out, the govern- 
ment can be sure of one 
thing only - it will be 
excluded from decision-mak- 
ing c o nraw p ing the euro and 
may risk isolation from the 
eurozone. 



a line 
the crisis 


A spate of 
nuptials has 
added spark and 
prosperity to 
the sector 

Sweden’s lenders are 
catching they breath after a 
frenetic burst of restructur- 
ing since early 1997. The con- 
solidation has rafrawn the 


spawning a leaner sector 
with enhanced prospects for 
long-term warnings growth. 

The four leading hanks - 
Svens ka Handelsbanken. 
Nordbanken, Skandinaviska 
Knskilda Banken and Spar- 
banken Sverige - have all 
been eagerly grasping oppor- 
tunities to bolster their col- 
lective market dominance 
and wfit nwtch their standing 
as one of Europe’s most prof- 
itable nationa l banking -mar- 
kets. 

Having cleaned up the 
debris from an acute loan 
loss crisis early in the 
decade, the banks were ripe 
for a shakeout Margins have 
been in retreat for several 
years in the face of stiffening 
competition, while growth in 
domestic lending has proved 
tepid in spite of benign eco- 
nomic conditions. 

Rising technology invest- 
ment costs have spurred 
banks to seek economies of 
scale. Meanwhile, new 
upstart telephone banks and 
'niche' bank operators have 
eaten into the established 
banks’ retail market shares. 
At the other end of the spec- 
trum, foreign institutions 
have squeezed profits In cor- 
porate banking, ca pital mar- 
ket operations and invest- 
ment banking. 

Analysts who predicted 
such pressures would spark 
a spate of banking marriages 
wore not disappointed. Nor 
were investors. The blaze of 
restructuring bas fanned a 
surge of about 60 per cent in 
the banking index on the 
Stockholm bourse in the 
past year. Banks have been 
the market’s best-perfo rming 
sector. ' 

Svens k a Handelsbanken 
started the consolidation 
ball tolling early last year by 
paying SKr28bn for mort- 
gage lender Stadshypotek. 
Sparbanken Sverige then 
merged with smaller rival 
Fareningsbanken to form 
Fflre ning sSparh anVan, and 
Nordbanken joined forces 
with Finland's Merita Bank 
in Europe's first cross-border 
banking merger. Capping 
the string of deals, SE- 
Banken in October spent 
SKri6.8bn on acquiring 
Trygg-Hansa, creat- 
ing Sweden’s first ‘bancas- 
surance’ group. 

Following the nuptials, the 
banks have finally drawn a 
line under the hank-trig rrtei« 

bv emhftririflgnn Hip r amaro. 
mg spin-offs of big real 
estate subsidiaries set up in 
the early 1990s as reposito- 
ries for foreclosed properties. 

Handelsbanken is plan- 
ning to demerge its SKr6.lbn 
real estate portfolio inher- 
ited from Stadshypotek and 
distribute shares to its 
shareholders before floating 


the company an the Stock- 
holm bourse later this year. 
FOreningsS par banken is 
doing likewise with its Man- 
damus property arm, while 
MerltaNordbanken recently 
pledged to divest its big 
Finnish-based property port- 
folio, valued at SKr32bn. in 
the cnrntng 6-7 years. 

But while the mergers 
may have grabbed headlines, 
they have not been problem- 
free. Tbe pitfalls of welding 
together two different and 
previously competing organi- 
sations were rammed home 
to SE- Banken investors 
when the bank’s 1997 pre-tax 
profits plummeted 42 per 
cent largely because of 
higher than expected 
restructuring charges from 
the Trygg deal. 

FOreningsSparbanken suf- 
fered a similar fate, being 
forced to book an unforeseen 
post-merger SKr2.9bu write- 
down to cover over-valued 
assets held by Fdreningsban- 

ken. 

Nevertheless, the four 
large banka have unques- 
tionably emerged better 
equipped to tackle / chal- 
lenges ahead. 

According to Goldman 
Sachs, the quartet had the 
lowest cost base as well as 
the highest return on aver- 
age pre-tax equity in conti- 
nental Europe in 1997. Credit 
losses have sunk to their 
lowest level for a decade and 
the banks have profited from 
an unprecedented surge in 
mutual fund investment. 

Building on this founda- 
tion is the imm e diate task. 
Industry observers expect a 
bedding down period while 
tbe banks strive to assimi- 
late their acquisitions and 
merger partners. But pres- 
sure for further rationalisa- 
tion will never be far away. 

“The Swedish banking 
market has been one where 
it Is difficult to grow tbe top 
line," says John Leonard, 
European banking analyst at 
Salomon Smith Barney in 
London. He believes it will 
not be long before growing 
i nt e r nationalisation and the 
nascent European single cur- 
rency put renewed pressure 
on Sweden's lenders to con- 
solidate. 

Mr Leonard predicts that 
while retail operations will 
be relatively sheltered from 
the impact of monetary 
union, Swedish banks could 
face an influx of foreign 
competition in areas like 
capital markets trading and 
lending to large companies 
with operations in euro zone 
markets. 

Here, SEPBanken is per- 
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haps most exposed. Handels- 
banken, FbreningsS par ban- 
ken and MeritaNordbanken 
have stronger retail fran- 
chises. while SE-Banken is 
the leader in trading and 
investment banking. 

MeritaNordbanken bas the 
added advantage or having 
substantial operations inside 
the single currency area. It 
also aims to meet interna- 
tional competition by 
broadening its alliance to 
other Nordic and Baltic 
banks. 

Hans LiljebLad. partner at 
HellstrOm & Partners, a 
Stockholm law firm which 
specialises In banking and 
finance law, believes Swed- 
ish banks need to consoli- 
date further before the 
region becomes sufficiently 
attractive for big incursions 
by large foreign banks. 

“I think we will see more 
consolidation first, both in 
Sweden and at a pan-Nordic 
level, within the next two or 
three years," he says. 

SE-Banken is a prime can- 
didate. Having said last year 
it wanted to slim its range of 
operations it then merged 
with an insurer, taking it 
into a completely new field. 
Investors who hoped for a 
big cost-cutting merger with 
another bank were not 
enthused. 

Led by former Trygg chief 
executive Lars Th une 11, SE- 
Banken now presides over a 
sprawling empire which 
ranges from investment 
banking and capital markets 
through retail and commer- 
cial banking to assurance 
and non-life insurance 
operations. 

Mr Thunell has indicated 
that a smaller part of the 
non-life business - industrial 
and maritime insurance - 
may be sold as it is 
seen as lacking the scale 
necessary in an interna- 
tional market 

The market though, antic- 
ipates more radical mea- 
sures. "The challenge near- 
term is that SE-Banken has 
too many business lines, not 
all of which have really 
strong market positions,” 
says Mr Leonard. 

Analysts argue there is 
case for withdrawing from 
the thin- margin non-life 
business altogether, 
although SE-Banken says 
private non-life customers 
present a valuable opportu- 
nity for cross-selling of bank- 
ing products. Other predic- 
tions are that SE-Banken 
ma y sp in off its Enskllda 
investment banking arm or 
sell its retail banking net- 
work. 
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A structure under scrutiny 


Dg M fcyme H l of taxes in Sweden 


The system fails 
to address impact 
of demographic 
change, claim 
critics 

Agneta Ekberg, a secretary 
from Gothenburg, could be a 
typical Swede. From her 
SKrl 80.000 ($22.8001 annual 
salary she takes home 
SKrl 17.600. after a 34.7 per 
cent deduction for income 
tax and state pension contri- 
butions. Property tax. 
tax and a cluster of other 
direct and indirect t a x e s 
combine to reduce her real 
income to SKr82.800. less 
than half her gross wage. 


Ms Ekberg would derive 
limited benefit from a pay 
rise to ofiket the high tax 
imposition. Anyone earning 
above SRiarejOO ($26,500) a 
year is classed as a high 
income-earner and mast pay 
an arirtitifflyd 5 per cent in 
marginal' income tax. 
Beyond this point the 
income tax scale rises 
sharply, so that someone 
earning as little as 
SKr240^00 pays the top mar- 
ginal rate of 59 per cent 
It is small wonder that 
Sweden has the second-high- 
est tax burden in the indus- 
trialised world, after Den- 
mark. Tax accounted for 49.7 
per cent of Swedish gross 
domestic product in 1995, 


STOCK MARKET » bv Tim Burt 


Special 

partners 

sought 


Stockholm wants 
to be at heart of 
the pan-Nordic 
market to woo 
the big players 

Bengt Ryden has ambitious 
plans for the Stockholm 
stock market, if the presi- 
dent of the bourse gets bis 
way. the region’s largest 
exchange will become the 
centrepiece of a pan-Nordic 
capital market - offering 
trading sendees from equi- 
ties to derivatives and 
bonds. 

Through a series of deals 
and alliances, he hopes to 
ensure that the bourse can 
defend its market share in 
the face of mounting inter- 
national competition. 

The strategy - if success- 
ful - should encourage large 
Swedish companies to retain 
a Stockholm listing rather 
than move elsewhere, and 
increase the number of mid- 
sized stocks available to 
investors. To achieve that. 


by Sweden’s decision, not to 
participate in Europe a n eco- 
nomic and wmWBiy nriinn 

Certainly, some of the 
country’s largest companies 
have already wignaTiaH their 
intention to pnnsfrtar Upttng 
their stock in euro, even if 
the government is unwilling 
- for now - to embrace the 
single currency. 

The bourse is expected to 
seek government approval to 
enable Swedish companies to 
list their shares either in 
euro or krona, but not both. 

Such a move, however, 
could risk a polarisation 
between large liquid stocks, 
quoted in euro, and thinly- 
traded shares of smaller 
companies in krona. 

Market officials, however, 
hope that the equity trading 
alliance with Copenhagen 
could help increase overall 
liquidity and kick-start inter- 
est in small pi- stocks. Unlike 
Stockholm, which is heavily 
weighted to large corpora- 
tions. Copenhagen has a 
broad spread of small and 
medium-sized companies. 


the stock exchange' has - “By enabfirtg’lnvestbrs to 
agreed to a merger with OM trade in Danish shares in 


Gruppen. the listed Swedish 
derivatives exchange. The 
partnership, which initially 
faced apposition from some 
leading members of the 
bourse, will create an Inte- 
grated operation with equity 
trading, and futures and 
options trading. 

In a parallel move, Mr 
Ryden has negotiated a 
co-operation deal with the 
Copenhagen bourse to create 
Europe’s first cross-border 
equities trading market. 

"We and other market par- 
ticipants must adopt an 
international perspective in 
our operations," be says. 

The tie ups with OM and 
Copenhagen could pave the 
way for links with Oslo and 
Helsinki, although neither 
has responded positively to 
overtures from Stockholm. 

The reason for all this 
matchmaking is simple. 
Stockholm, where daily trad- 
ing volumes rose above 20m 
shares last year, has realised 
that consolidation is inevita- 
ble in Europe. There are 14 
different trading systems in 
Scandinavia alone, many of 
which need upgrading and 
are fairly illiquid. 

Mergers and alliances 
have to take place, particu- 
larly if markets such as 
Stockholm are to retain list- 
ings by some of the coun- 
try’s largest companies, 
many of them already 
quoted overseas in New 
York or London. 

At the same time, the 
stock market has to make 
itself an attractive proposi- 
tion to overseas investors. 

In the past five years, non- 
Swedtsh investors have 
increased their stake in 
listed Swedish companies 
from 10 to 30 per cent But 
they arc highly mobile and 
could reduce their holdings 
if turnover proved too thin 
or returns too poor. 

Given that earnings 
growth is set to slow this 
year, the market will have to 
offer incentives to retain 
large institutional investors. 

Exchange officials point 
out that the market rose 25 
per cent last year and the 
Aftarsvarden index has bro- 
ken through the 3.500 barrier 
in 1998. But overall, the 
Swedish equity market still 
underperformed other Euro- 
pean bournes by n per cent 
ttt 1997 - one of the worst 
performances in the Nordic 
region- ! . 

"Looking ahead, it is diffi- 
cult to see the market out- 
performing - this year/’ 
according to Richard Wood* 
- Wxrih. at Merrill Lynch. He 
fears, along with a number 
of .other analysts, that the 
market could be undermined 


Stockholm, the market could 
increase its turnover of 
smaller and foster growing 
stocks. That, at least is the 
aim. Putting it into practice 
may be a different matter. 

Other bourses will not sit 
idly by while Stockholm and 
Copenhagen try to create a 
pan-NTordic market with a 
captive client base of tech- 
nology, paper and engineer- 
ing stocks - to name but a 
few. Rivals in- London, 
Frankfurt and Paris will be 
keen to woo the likes of 
Ericsson or Volvo, and may 
claim that they offer better 
access to capital and much 
higher liquidity. 

The idea of creating a pan- 
Nordic market may be 
obstructed, moreover, by cul- 
tural and psychological 
reluctance on the part of 
Oslo and Helsinki. Neither 
will want to surrender their 
independence if the link-up 
appears dominated by Stock- 
holm. 

But the need to cat costs 
and upgrade systems will 
probably overcome their res- 
ervations. If the four Nordic 
exchanges could agree on a 
joint axis, each could share 
the benefits of a common 
trading system. 

OM, for example, has 
already forged a- link with 
the Oslo stock exchanges 
derivatives market and has 
an agreement with Helsinki 
for clearing bond futures. I£ 
like Stockholm, they adopted 
OM’s new S AX-2000 elec- 
tronic trading .system there 
would be significant cost 
savings and improved liquid- 
ity for ah. 

"By integrating our 
marketplace for cash equity 
tra ding and options and 
futures trading, we lave the 
opportunity to continue to 
play an Important role in the 
global capital market," 
according to Par Larsson, 
chief executive of OM. 

Announcing the merger 

with the Stockholm bourse, 
he said the deal would 
strengthen the Swedish capi- 
tal as a leading financial 
centre in Europe. 

The objective is to "create 
a continuously developing 
international marketplace 
for trading in stocks, bonds, 
commodities, _ . . for eign 
exchange and derivatives”. 

Although it has not yet 
become a do or the situation 
for the Nordic markets. 
Stockholm has clearly taken 
a step in preserving its role 
as the region's leading finan- 
cial -centre. Sooner or later, 
market forces will persuade 
the others to Join in- Failure 
to do so risks them becom- 
ing- marginalised on the 

northern fringes of Europe, 


according to the Organisa- 
tion: for Economic Coopera- 
tion and Development. 

According to the Swedish 
Taxpayers’ Association, the 
tax burden rose to 53.7 per 
cent of GDP . in 1996. Btjfira 
Tarras-Wablberg, the associ- 
ation’s managing director, 
says the weakness of the 
current system is not the 
amount of tax paid by tbs 
wealthy but the size of the 
imposition levied on lower 
income groups. 

"We have never had such 
high - f-nypg on low anil mid, 
die-income earners in Swe- 
den as now.” he . says. "The 
problem is that welfare pro- 
vision is over-generous and 
extends to too wide a range 
of people." 

The munificence of Swe- 
den's welfare state is well- 
documented.' In 1996 the 
country spent 46 per cent of 
GDP on welfare as defined 
by the OECD more thaq 
any other country. Most is 
funded via Sweden’s big pub- 
lic sector public spending 
amounted to 68 per cent of 
GDP in . 1996. 

Opponents of high tax®, 
ranging from industry to the 
centre-right political opposi- 
tion, blame the current 
framework for serious struc- 
tural wvmmnii* weaknesses. 


The tax regime, they say, 
impedes growth among 
sn a i l to medium-sized com- 
panies (of which Sweden suf- 
fers from a relative dearth) 
and depresses private con- 
sumption, thus arring - as a 
brake cm economic growth. 

Mr Tarras-Wablberg 
argues high taxes have 
helped entrench high unem- 
ployment by reducing incen- 
tives to work as well as by 
inflating ' labour costs. 
Employers must pay 33 per 
cent of employee remunera- 
tion into social insurance 
funds and a farther 64 per 
cent to cover costs of com- 
plementary pensions. 

A vaunted cross-party tax 
reform in 1991 did address 
some of the system’s anoma- 
lies. The top marginal 
income tax rate was reduced 
from close to 100 per cent to 
a saner 51 per cent Wealth, 
capital gains and corporate 
tax wedges were also cut 
appreciably. 

Since then, though, tax 
burdens have crept slowly 
upw ar ds " gain According to 
the taxpayers' association, 
taxes have risen by the 
equivalent of 4 per cent of 
GDP since the current Social 
Democratic government took 
power in 1994. * 

Prime minister Gbran 


Persson argues tax hikes 
have been an unavoidable 
element of the government’s 
budget deficit reduction 
drive. He hints th»t tax cuts 
will be considered for low 
and middle-income earners 
during the next parliament, 
assuming the SDP wins Sep- 
tember’s election. 

Significantly, though, he 
insists there will be no room 
for tax cuts until the govern- 
ment has restored welfare 
services and education to 
former standards following 
the cuts of recent years. 

Ministers maintain broad 
public support exists for pre- 
vailing t a x policy. 

"I am not against lower 
taxes, of course not," Mr 
Persson says. "But Swedes 
realise the connection 
between taxes and quality In 
the public sector." 

Stefan F 61s ter, economist 
at the Research Institute for 
Industrial Economics in 
Stockholm, warns Sweden's 
tax and welfare infrastruc- 
ture will become unworkable 
unless reformed. Current 
rules, he says, foil to address 
the looming impact of demo- 
graphic change. 

Confronted by a low birth 
rate and an ageing popula- 
tion. future governments 
win have to increase spend- 
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iog on pensions and care for 
the elderly. 

Mr FBlster argues this win 
require repeated tax hikes 
unless welfare services are 
privatised and people 
encouraged to take out pri- 
vate social insurance. "Even 
if some people believe the 
current system is sustain- 
able. it certainly won’t be in 
20 years," he says. 

The government is not 
deaf to such concerns. In the 
biggest shake-up of the state 
pension system for nearly 40 
years - finalised recently - 


it unveiled plans to increase 
the private sector’s role in 
pension provision. Under the 
existing system, everyone 
receives a basic state pen- 
sion and an eamings-related 
top-up. Payments are based 
on the best 15 years of a per- 
son’s working life. 

The new system will 
re main based on the pay-as- 
you-go principle but will 
involve each individual pay- 
ing contributions into au 
individual account on which 
his or her eventual pension 
will be based. 


State pension funds have 
until now had exclusive con- 
trol over how money is 
invested; henceforth, individ- 
uals will be able to allocate a 
small pan of their contribu- 
tions as they wish, for 
instance by investing in pri- 
vate funds. 

Mr Folster says the reform 
lays a framework for a wider 
and more radical private sec- 
tor role in pension provision 
in the future. But, he 
observes, “whether it hap- 
pens depends on whether the 
political will is there". 
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The Wallenbergs 


Long reign for other royal family 


Industrial dynasty 
boasts dynamic 
management style 
and an ability to 
adapt to change 

Accord ins to the chier 
executive of one large Swed- 
ish investment group, the 
Scandinavian kingdom has 
two royal famtlies - "and 

only one of them wields real 
power, the Wallenbergs.” 

Family members of the 
industrial dynasty, which 
has stakes In companies 
accounting for 43 per cent of 
the Swedish stock market, 
hate Mich comparisons. 
Although their name has 
become a bv-word for a man- 
agement style built on 
long-term ownership, the 
family prefers to remain In 
the background - exercising 
discreet control, not Daunt- 
ing their wealth. 

Critics claim that their 
influence, controlling compa- 
nies such as engineering 
groups SKF and Atlas Copco 
for more than SO years, has 
stifled management indepen- 
dence and led to inertia 
among companies which 
should have been sold or 
merged decades ago. 

That view is too simplistic. 
And it fails to recognise the 
Wallenberg mantra, which is 
based on developing indus- 
trial interests through peaks 
and trough in the cycle - 
applying surgery in the bad 
times and reinvesting profits 
in the good times. 

Also, the family - through 
Investor, its main- invest- 
ment vehicle - has not been 
totally passive in refreshing 
the portfolio. In recent years, 
it has sharply increased 
spending on overseas stocks 
and concentrated on three 
core areas of telecommunica- 
tions. medical products and 
Information technology. 

“We derided long ago that 
the only tradition worth 
preserving is the ability to 
change from the old to the 
new." says Claes Dahlbkck, 
chief executive of Investor 
for the past 20 years. 

He points out that Astra, 
the pharmaceuticals group, 
Ericsson - one of the world's 
largest manufacturers of 



Peter Wallenberg (top) is Informed of changes. Ws son Jacob (bottom right) holds an Influential position. Ctaes Dahlbflck rejects datros that the WaBonboros resist change 


mobile phones - and Gam- 
bro, the medical technology 
business, together account 
fbr 55 per cent of the Inves- 
tor portfolio - all strong 
growth companies. 

Mr Dahlbflck also rejects 
suggestions that the Wallen- 
bergs resist change. As an 
example, he cites Incentive - 
the family industrial vehicle 
and parent of Gambro - 


which has spent more than 
six years r efashioning itself 
from a loose-knit group of 
manufacturing businesses 
into a focused med-tech com- 
pany, with most of its 
operations in the US. 

“■file family has not been 
driving this with no thought 
to shareholder value," he 
adds. “The compound return 
to shareholders has been 20 


per cent a year over the past 
25 years." 

In the past year, moreover, 
the pace of change has been 
dramatically stepped up fol- 
lowing the arrival of Percy 
Bamevik, the mercurial 
Swedish industrialist, as the 
new chairman of Investor. 

In recent months, Mr Bar- 
nevik has announced a 
shake-up in corporate gover- 
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nance among Investor-con- 
trolled companies, recruited 
international executives to 
their boards - among them 
the president of Sony and 
chai rman of Heineken - and 
declared 15 per cent of the 
portfolio non-core. 

At Die same time, the fam- 
ily has announced its inten- 
tion to float Saab, its wholly- 
owned aerospace subsidiary, 
and sharptyyjncrease its prri 
vate equity investments. 

Mr Bamevik, also chair- 
man of the Swiss -Swedish 
mgmeering group ABB, has 
told investors: “This is not 
some vague idea of new 
guidelines; this time we are 
going to walk the talk." 

In perhaps the most signif- 
icant move of his "quiet rev- 
olution”, the family has sig- 
nalled its readiness to 
address the anomaly of sepa- 
rately quoted A and B 
shares. The system of split 
voting rights and equity ha« 
enabled the family to exer- 
cise effective control of some 
of the country's largest cor- 
porations while holding rela- 
tively little of the equity cap- 
ital. 

But the Wallenbergs are 
not surrendering control or 
fighting a rearguard action 
against reform. Insiders at 
Investor, and indeed senior 
members of the family, say 
that. all the changes have 
had the blessing of Peter 
Wallenberg, Mr Barnevlk’s 
predecessor and the family 
patriarch. 

“The family fully sub- 
scribes to what we are doing 
and Peter is informed of all 
the changes." according to 
Mr Dahlbflck. 

And far from loosening 
their links with the portfolio, 
the family has ensured that 
its two crown princes - 
Jacob and Marcus Wallen- 
berg - have been given influ- 
ential boardroom positions. 

Jacob. Peter’s son, is cur- 
rently chairman of Skan- 
dinaviska Enskllda Bankeu 
- the family’s financial flag- 
ship - and wlD shortly join 
the board of Electrolux and 
Investor. 

Marcus, Peter's nephew, is 
already chief financial offi- 


cer of Investor and deputy 
chairman of Saab. He is also 
becoming deputy chairman 
of Stora, the paper group. 

The boys, as they are 
known around Investor's 
Stockholm headquarters, are 
clearly being groomed for 
the top job when it becomes 
available. Educated at Amer- 
ican business schools and 
apprenticed in different 
- parts of the^mpbrdritfrey' 
now represent the new geu- 
. e ration of Wallenbergs in 
Swedish industry. 

They are both too modest 
to admit it, of course, but 
both would like to succeed 
Mr Bamevik. 

Given the huge restructur- 
ing he undertook at ABB - 
cutting 60,000 jobs and 
investing headlong in emerg- 
ing markets - some analysts 
believe that Mr Barnevik 
may tire of Investor before 
long. The succession issue 
may. therefore, need to be 
resolved sooner rather than 
later. 

Before that happens, 
investors may want clear 
proof that the family is com- 
mitted to faster growth 
stocks and is ready to with- 
draw from laggards, such as 
Saab Automobile. 

“No-one really knows how 
much Bamevik has brought 
the boys into his inner cir- 
cle,” says one Stockholm - 
based analyst. “The changes 
so far have been somewhat 
cosmetic and the record on 
selling companies has been 
mixed." 

That is a charge rejected 
outright by Investor. Mr 
Dahlbflck admits that Percy 
Bamevik is “less patient and 
uses the overdrive more 
than we have in the past”: 
but he claims that the family 
have been dynamic owners 
of Swedish companies. 

“What you are seeing is an 
acceleration of the manage- 
ment philosophy we have 
operated far years." he adds. 
“Besides, having a long-term 
view is not a bad thing. 
Microsoft and Netscape 
migh t not be around for 100 
years, but we will be.” 


Tim Burt 


r^MPFimVENESS * by Greg Mclvor 


Tax burden 
may prompt 
an exodus 



Personal, not 
corporate, taxes 
are causing 
companies to 
look abroad 

Something is surely amiss 
when Sweden's largest and 
most successful company 
threatens to move its head- 
quarters abroad in protest at 
high domestic taxes and a 
purportedly poor business 
clima te. 

Telecommunications 
group Ericsson's announced 
last month it may shift 
bead office functions to Lon- 
don to escape Sweden's tax 
regime. In so doing it reig- 
nited a festering dispute 
between industry leaders 
and government minis ters 
over business conditions for 
the country's largest corpo- 
rations. 

In spite of several interna- 
tional surveys showing that 
Sweden scores highly as an 
inward investment location, 
several leading domestic 
companies are in open rebel- 
lion over tax rules which 
they say impede recruitment 
of international managers 
and are to blame for an exo- 
dus of top scientists. 

Besides Ericsson, pharma- 
ceuticals group Astra and 
paper producer SCA are 
among a string of companies 
known actively to be consid- 
ering switching more of 
their operations overseas. 
Industry insiders suggest 
others may. follow suit 
“Swedish companies are. 
falling behind in interna- 
tional competitivepess.” says 
the chief executive of one 
large listed group. "It is 
quite obvious from looking 
at the tax situation that it is 
cheaper to employ people 
outside the country than 
inside. That Is a crucial 
problem." 

That Swedish companies 
are expanding abroad faster 
than at home is not new. 
The trend merely reflects the 
reality of-glbbflHsation ' as 
well as the Swedish market's 
small size. 

Companies like SKF, the 
industrial steel bearings 
group, and Electrolux, the 
world's largest white goods 
supplier, today have a far 
larger proportion of their 
workforces outside Sweden 
than inside. 

What Is new. though, is 
that companies are consider- 
ing moving key headquar- 
ters functions outside Swe- 
den. A recent survey by the 
Swedish National Board for 
Industrial and Technical 
Development revealed that 
one-fifth of the chief execu- 
tives of Sweden’s 500 largest 
quoted groups thought their 
companies would move 
headquarters abroad wi thin 
five years. 

The companies' grouse is 
not about tax on corporate 
profits, which at 28 per cent 
is among Europe's lowest. 
Rather, companies are pro- 
testing about income tax lev- 
els and, to a lesser extent 
high payroll taxes. 

Personal tax wedges are 
unquestionably high. The 
average basic Income tax 
rate is 31.7 per cent anyone 
earning in excess of 
SKr209,I00 pays more, up to 
a top rate of 59 per cent 
Employers must pay 33 per 
cent of an employee's salary 
to state social insurance 
funds, and an additional 6-8 
per cent to complementary 
pension schemes. 

Lars Ramqvlst, Ericsson's 
chairman, argues the tax 
burden is seriously under- 
mining Sweden's status as a 
business location. High 
income taxes make it virtu- 
ally impossible, he says, for 
Ericsson to attract foreign 
executives to work in Swe- 


den. The company could sim- 
ply increase salaries to such 
people but Mr RamQvisc 
fears this would shatter 
internal wage structures and 
deplete morale among Swed- 
ish-based staff. 

Government ministers dis- 
play little overt sympathy 
with such concerns. “It is a 
myth that Sweden has a 
poor business climate. The 
figures contradict it and look 
at the growth m the multina- 
tionals we have had," 
declares Thomas Ostros, tax- 
ation minister. Income tax 
levels, he adds, are “reason- 
able for a country with high 
ambitions in the welfare sec- 
tor." 

Behind the scenes, though, 
senior government figures 
recognise the potential dam- 
age if Ericsson, as Sweden’s 
biggest private sector 
employer, was to uproot dur- 
ing a general election year. 
Finance ministry officials 
are currently working on a 
system of tax breaks for far: 
eign expatriates on tempo- 
rary placements in Sweden. 

Whether this will pacify 
the big corporations remains 
to be seen. The risk is it may 
uot- Hakan M ogre a, Astra's 
chief executive, has already 
warned the proposal would 
create an undesirable two- 
tier structure between Swed- 
ish and overseas staff. 

For all the hullabaloo over 
income tax. Sweden remains 
a highly rated destination 
for inward investment. 
According to the United 
Nations. Sweden was the 
second-largest per capita 
recipient of foreign direct 
investment in the OECD in 
1996. after Belgium. 

A recent study by KPMG, 
the international accoun- 
tancy group, ranked Swe- 
den's foreign investment cli- 
mate superior to that in the 
US. the UK, Germany. 
France and Italy. 

For years Sweden was 
exposed to a net outflow of 
direct investment, due 
largely to big external 
investments made by the 
large exporters. In 1993, how- 
ever, a net inflow was 
recorded for the first time in 
25 years and the surpluses 
have continued since. 

Several factors have 
assisted the turnaround. 
Starting in the late 1980s, 
financial deregulation and 
the abolition of restrictions 
on foreign shareholdings 
attracted mare foreign capi- 
tal. Liberalisation of sectors 
like telecommunications, 
energy and transport has 
improved business infra- 
structure by lowering costs 
and improving efficiency of 
services. 

“The tax situation is quite 
good from a corporate point 
of view," says the Swedish 
chief executive of a US com- 
puter software group which 
moved to Sweden in 1995. 
“We have good access to 
skilled labour which is good 
in this industry and most 
people are fluent in 
English." 

The sentiment is shared 
by Carl-GO ran Myrin, chief 
executive of the Swedish 
division of Siemens, the Ger- 
man electronics group. “Swe- 
den's problems are very 
much European problems,” 
he remarks. Obstacles cited 
by domestic companies such 
as high taxation, rigid 
labour markets and high 
labour costs are encountered 
widely in Europe, he says. 

Mr Myrin concedes, 
though, that Siemens must 
pay “a very substantial pre- 
mium” to non-Swedes work- 
ing temporarily in the coun- 
try and “we can only do so 
in exceptional circum- 
stances". Reversing that 
unbalance could ouly help 
Sweden's long-term competi- 
tiveness. 
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AUTOMOTIVE INDUSTRY . ^ ^ 

r '"UUST RYI by Greg Mcluor ■ 

Cruising on the side road 


Lack of scale 
is making 
it difficult 
to find 
investment 

For a country of Just &8m 
people. Sweden has been 
remarkably successful in 
nurturing a strong national 
motor industry, its three 
vehicle producers - Volvo, 

Saab Automobile and Scania 
- are global brands, associ- 
ated with h i gh engineering 
and safety standards. 

But the halcyon post-war 
era in which Sweden culti- 
vated this heritage is past. 
The automotive trio are 
smallish players in a macc 
market characterised by 
intense competition, over-ca- 
pacity, and where size is 
vital to fund the huge invest- 
ments needed to develop 
new models. 

The question increasingly 
asked is: can the Swedes sur- 
vive alone? Last year Volvo 
sold 386,000 cars, Saab a 
meagre 100,000. European 


car analysts suggest annual 
production of about 500,000 

^ts is required for the crit- 
ical mass needed to finnnrp 
development of new models 
and safeguard long-term 
profitability. 

VolVO'S former chairman t 
Pehr Gyllenhanrmar. used to 
argue the company was too 
small to go-it-alone In an 
ever tougher market When 
he quit the company in 1098 
following the collapse of its 
planned merger - with 
France's Renault, Mr GyEen- 
hamTnwr predicted Volvo 
would struggle. 

So far, Volvo has con- 
founded this prophecy. Tbe 
Gothenburg-based group 
made pre-tax profits last 
year of SKrl3.2bn on sales of 
SKrl84bn. Since Mr GyHen- 
hammar*s departure, it has 
changed course, divesting 
non-core interests worth Mil- 
lions of kronor acquired 
under the old re gime. 

Businesses ranging from 
pharmaceuticals to soft 
drinks have been sold, 
spawning a new s t reamUwHfl 
group focused on core auto- 


motive operations. Manage- 
ment, led by ex-Electrolux 
boss Leif Johansson, firmly 
believes Volvo can carve out 
a viable future as a stand- 
alone producer oriented to 
nich e markets. 

Volvo currently has four 
models: its mid-sized S40/V4Q 
saloon, the larger S7Q/V70, 
the C70 coupe, and tbe 
□f-the-range S90/V90 - which 
is being replaced this year. 
The strategy is to cement, a 
market position as an inde- 
pendent luxury car producer 
while being open to collabo- 
ration with other automotive 
producers. 

The Dutch-built S40/V40, 
for example, is constructed 
.an tbe platform and on 
the samw production line as 
Mitsubishi's Carisma. The 
partnership with the Japa- 
nese company was recently 
extended to truck manufac- 
ture and the development of 
a new car platform. Volvo 
has alSO annmmroH ' jflnnK to 
fit the Mitsubishi's fuel-effi- 
cient direct-injection motors 
to the S40/V40. 

Joint development cuts 




is not af home 


Astra, the pharmace utica ls 
group, may be based in 
Sweden hut its heart lies - 
overseas. • • 

The company, one of the ' 
country's largest and most 
profitable corporations, . 
employs only a third of its- 
22.200 staff at home. Last. . 
year, 94 per cent of the 
group's SKr44.9bn sales 
were outside Sweden. . 
Board meetings and senior 
management timi mituM w 
are conducted in Tjn gftih, 
and the group is investing - 
heavily in research 
facilities in the US and UK. 

Astra's global 

perspective, focused mainly .. 
on the US, is typical of the : 
Inc reasing l y fafeynnHwiAi 
outlook of Sweden's leading 
industrial groups. 

Flagship companies such 
as Ericsson, Electrolux, 

Volvo and Scania have .. , . 
outgrown Scandinavia. And 

some of them -notably - : 
Ericsson, the coun try 's 
single largest exporter- . - 
are consadertng relocatfaig 
their headquarters. 

Hakan Mogren, Astra's r- 
chief executive for the past 
10 years, says such • - 
companies will become — ^ . 
even more stateless with ■ - 
the introduction of theenro 
and higher overseas sales. /•:_ 

“R is not easy to be an 
international player. based 
<m a currency changtagas 
much as toe Swedish ; “••• 
krona,- he says.. 

Astra, like many otiia- , • 
large Swedish groups, is ; 
considering switching its .“ 
accounting and share ;. 
capital to the emo . 
although no final decision 
has been taken. _ . 

MrTWogren.- who also 
sits oh the board of Stora, 
the paper group, and both 
Investor and Incentive, fee 
two arms of the Wallenberg . 
business empire - belie ves 
Sweden should join the 
single currency witiKmt ; 
delay. • 

He does not criticise the 
Social Democrat 
government directly, hut 
his dismay at Us 
wait-and-see approach to 
Emn and its taxation 

policies is plain to see. 

Astra has complained . 
that Sweden 1 * high 

personal taxation levels. - - 
make it more difficult to 
recruit foreign scientists, 
forcing the company to 
invest in RAD facilities 
overseas. 

That effort is . 
conceutratedin the US, . 

whew Asto’s. saiosrose 88; 

percent last year. The 
increase, was foelijri mafcdyj 

by Lbsec, the company?* - 
blockbuster anti-afcer ■ _ 

drug. • . 

Losec last year . . . . ; . 



•' Zeneca, Baye£fcnd. . . 
ScbertDg-Pkmghhave all 
beentoutedasTXJSsihle 
suitors fn a tnamagebf ^ . 

• eqdal*- But Aistra would - ■ 
have to renegotiate Us. . 
grintiwy •markpting' aijfamrp 
withMerck ifit wantedto 
pursue tberfl, 

Gtven the Swedish 
‘ group’s Large exposure to .. - 
r i the US, it Certainly would 
. - not pay .toi upset Merck. • 
Ww iiqm Hin t 

relationsbtp might prove a 
-more profitable route for 
•Astra’s international . . . 
ambitions. 

ftekap Mogren: *tajrapanS*s" . . '• . lire two companies are 


-wiB become stateless" . 

contributed SKr2L5bn to ‘ 
Astra's. t u n u> vew r and . 

large dnmkofHs /. ' 
SKrlA^bnJve-toxprotitB, 
up from SKri&2bnm 199& 
Rsiueoess has fr^ped lift 
Astra's share juice by more 
ihan 36 percent* year hr 
each of the past lOyears.. . • 
The challenge ahead is 
tor Astra to reduce its : , 
dependence on Losec - • 

whidLis marketed to the 
UShy North ; • 

A »m ) r tfim pfa w willll T 1 

gronp.lt most do so ^ 
because tbepudocn V;.’ 
patent protection begins to 
expirein2001. +-■ ' 

. Thtoprospecifcas 
un ne rve d some 


who fear a sbarp drpp in .. 
Losec sales afterthetarTrof 
the .century. X- : V ~ . 

■' 'Bat Mr Mo^cst claims ' :- 
that Astra-hasfar more •; 

patent protection than' 
todustryfcdlpwEtssu^ect. t 
Any dediue in Losec jsalesr 
he says,wfllhe gradual X.' , 
because patents expire in . 
different markets-at. 
djBterenttitoa. .- X\vV v 
Drug mamdhetdrefs.-: 

hoping. to ptxiucei s. ; ■, 

thinly-veiled «Jjde« of 
T^weee, mOTUover, mayfind- 
that the product has./' 
additfomd patent • : ■* 

protection irv er its 
fannnlation^;jtatoepnUge,;- 
the nejet geaserafiogtf tbe 


discussingways of 
^ developing eoristing ties, 
which could involve an . 
• antoam sof p rndu**t* ^ a 
broader alliance. ' . 

:. From a , m an a gi s nesit ■ 
r . point ctf view. Astra’s. 
experience in the US has 
.been distinctly mired-Jts 
operatiems have been- 
hugely profitabte, but the - 
cost to the company's 
^reputation has been high. 

: Astra USA, the group’s 
wholly-owned snbsidiary, , 
vwas last year at tiie ce n tr e 
-of a sexual harassment ' 

• scandaL 

1 : ; LarsBfldman, the \ 
sohridiary’s farmer : 
'president, was sackedsnd 
subsequently jailed for 
fraud and emhezzkmenL . 
‘And tbepamit company 
. wasforced to estabtish a .. . 
f9B5m~ftmd to settle sexual 

. luff a ffi i iiwi t hraright 

hy fte US Equal 
Employment Opqjortunily 
Xkmmdsskm. . ' 
v.- Mr Mcargen r egairte the 
Xaffidr as a salutary . 

' manq g ement l ri m oTi fn how 
a srdwidary - separated 
; from its psannt by 
- iJthousshds of miles - iron 
escape proper scrutiny. 

. J. \ “ TW« g Hnatkin ting been 
j a great embarrassment, 
j audwe «rald have h andl ed 
jt (SH erea it ly, "he admits. 

Thastey, uncovered by 
- tixe US magazine Business 
,‘Wee^ scandalised the . • 
SwediBh media. Bui Astra 


anti-ulcCT agEait - to tablet - claims it caused bardy a 
fonn-haspatents - ^ 

stretehtog weUtoto tlm v : L ;. : ? Lnte m ktkmaDy TMxme 
next century. . : -; •. . & » carcs^ tbe analysts ■ 

Mr Mogreo stresses that ^rortatoly don't, " says Mr 
hB^isTtot cems&Bcent- Thera':; Mbg n an ^ • 

h yf been aheavy ’ -S^v. According to Astra’s 

investment to new ? -j riUef- e fl m c nUee . investors 

products, witirRAD : ; . ' - ; i um^tooreemusearod 

speudtog xlring from 15,pei: ■ wiflttimgroup’s 
emit ofsales in 1994 to.;. . ^'toternationaT growth 

. -. strategy. ^More tiian.45 per 

cent of OTt ibares are beM 

xeivraseas,- :he adds. “Those 
rl'totQtotimnd investors - .. 
n gajl. igjB.'in 

-.h|rf Hi i(>f<^niil playw-aiiHI 
^Dfrsioi go&^f.tpdteaRpoint , 

tuPTTty -' - r: - 


Healso rtcoerfses tiiat ' - . 
Astra canned stand alone, . 

-ay* Swedishcou35>ans,to , 
therapbfiy gbbn Hstog ? ; 
idmrmacenttoal todastry.' y; 

has rfefed titojuuSpectitf f 

largos&te V . ■ l-y- 
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costs. But whether Volvo, 
sitting on a SKiSObn cash 
pile, has the long-term 
strength to fond the heavy 
costs of own-product devel- 
opment remains to be seen. 

At any rate, its future 
looks more secure than that 
of rival Saab. Jointly owned 
by General Motors of the US 
and Investor, the Wallenberg 
famfly co nt ro Ded investment 
company, Saab has been 
struggling since the late 
1980s. 

Losses have totalled 

SKrl2bn since GM acquired 

a 50 per cent stake from 
Investor and took over 
Saab's mmagBBMPt to 1969. 

“Everyone involved with 
the company has recognised 
that it is tOO small and tOO 
specialised to sustain an 
international distribution 
network with the kind of 
volumes currently being pro- 
duced,'* says John Lawson, 
motor industry specialist at 
Salomon Smith Barney to 
London. He argues Saab 
should focus on fewer mar- 
kets or “get into bed with 
GM". • • 

Investor, chair ed since last 
year by Percy Bamevik, who 
also chain the Zurich-based 
engineering group ABB, is 
keen to reduce its depen- 
dence on cyclical, heavy 
industries and move into 
higher growth sectors. 

GM bas an option to buy 
Investor's 50 per cent hold- 
ing in 1999, while Investor 
hag an option pnahliiy it to 
force GM to buy half of its 
stake. AH the signs are that 
Investor will exercise its 
option and reduce its hold- 
ing. 

Lothar Lubinetzki, Euro- 
pean auto analyst at Skan- 
dinaviska Banken, 

says: “My personal guess is 
that GM will take over Saab. 



The halcyon post-war era of Sweden’s strong national vehicle industry has ended 


If Saab is going to become 
successful it must be more 
integrated into GM. 

“Saab already relies 
heavily an GM far compo- 
nents: making the company 
a wholly -owned GM subsid- 
iary would strengthen that 
bond. However, cosytng tip 
too close to GM risks devalu- 
ing Saab’s pr emium imag e." 

Worryingly for Saab - and 
GM - that moment may 
already be at hand. “Saab's 
platform steering and sus- 
pensions already rely 
heavily cm GM and there is a 
suspicion that c ur rent Saab 
models are simply Opel Vec- 
tras to a different guise." 
says Mr Lawson. 

Yet the alternative - 
r emaining independent - is 
hardly appealing. According 
to Standard and Poor’s world 
car forecasts, Saab wifi pro- 
duce 114,000 vehicles this 
year and 128,000 in 1999. Rob- 
ert Hendry. Saab's US chief 
executive, says break-even is 
130,000. 

The 9-5, launched last 


autumn, has been favoura- 
bly received. But whether it 
can propel production vol- 
umes to Saab's 150,000-unit 
target is uncertain. 

For truck maker Scania, 
the outlook is less critical 
although it too has gone 
-through difficult times in tbe 
past year or so. Since a 
much-trumpeted initial pub- 
lic offering in March 1996. 
when Investor floated a 55 
per cent stake, it has seen 
profits slump and margins 
squeezed. 

First, the launch of its new 
4-series truck proved more 
costly than expected and 
Galled to generate the profit- ■ 
ability Scania had hoped. At 
the same tim« t Scania - for 
years the world's most prof- 
itable truck producer - 
encountered fierce price 
competition from rival sup- 
pliers. 

The operating margin tum- 
bled from 14 per cent In 
1994-95 to 7.4 per cent in 
1996-97. This is despite an 
increase in average annual 


production from 154.000 
units to 171.000 units in the 
period. 

Chief executive Leif Ostl- 
ing offers scant prospect of 
much near-term improve- 
ment. He said earlier this 
year he saw no indication of 
a rebound in prices, at least 
before the end of this year or 
the start of 1999. 

Such forecasts have not 
helped Scania ’s share price. 
Since the IPO. Scania’s stock 
has underperformed tbe 
Swedish equity market by 
about 30 per cent 

The problem is not 
demand. Indeed, tbe Euro- 
pean truck market last 
year was only about 10 per 
cent off its all-time high of 
190,000, recorded in 1989. 

Nevertheless, the launch 
of Scania’s 4-series, although 
priced at 4-7 per cent above 
its predecessor, has been 
a disappointment. Its 
higher specifications make 
it more expensive to build, 
at the sam e time as the mar- 
ket is increasingly demand- 


ing lower specification, 
lower-cost models. 

“Scania is probably the 
strongest brand globally in 
heavy trucks. But its mar- 
gins have halved, it is 
heavily indebted with capital 
gearing of over 100 per cent, 
and it is not generating 
cash, " said Lehman Brothers 
in a recent report. 

What, then, is the road 
ahead? One route would be 
to widen the product range 
by moving more aggres- 
sively into buses and medi- 
um-sized trucks. 

Alternatively, Scania 
could team up with another 
supplier. Talks were held 
with Volkswagen last year 
over the joint development 
of a mid-sized truck. 

Scania distributes the 
German company’s products 
in Sweden but the talks 
concluded without result. 
Should Scania 's profits 
growth continue to flag, 
it might be persuaded 
to explore this path 
again. 



PARTNERS IN TRADE 

In 1997 British/Swedish trade topped £8.5 billion. 
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-Swedish company seeking 
partners or investment in Britain? 

-British company seeking 
partners or investment in Sweden? 


Talk to one of our trade teams in Stockholm or 
Gothenburg. We have extensive experience 
in making the right trade connections. 

We can provide information on: 

- sources of supply 

- investment and joint venture 
opportunities 

- agents and representatives 

Contact: Commercial Department 

BritisEEmbassy 

Box 27819 

115 93 Stockholm 

Tel: +46 8 671 9000 

Fax: +46 8 662 9989 

www.britishembassy.com 
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CULTURAL CAPITAL OF EUROPE « by Tim B urt 

Plans for a 
lively cocktail 
of creativity 


The capital has 
sought to break 
with cliched 
images - and stay 
in budget 

In one of the more bizarre 
exhibitions of Stockholm ’98, 
a young artist used a city 
centre store to mount a 
rather macabre protest 
against the death penalty in 
the US. 

Several dozen soiled 
underpants were mounted in 
the display window, each 
Inscribed with the name of 
an executed inmate - along 
with the details of their last 
meal. 

"That was very strong, 
you have to admit,” says one 
organiser at the Cultural 
Capital of Europe, the year- 
long accolade hosted this 
year by Stockholm. "At least 
it got people asking them- 
selves is this culture or not.” 

Although the festival is 
not yet four months old, sup- 
porters of the project claim 
It has already become a 
source of national pride fol- 
lowing a distinctly lacklus- 
tre performance last year by 
Thessaloniki in Greece. 

Given that same of Thessa- 
loniki’s expenditure is now 
the subject of government 
and European Commission 
investigations, the organis- 
ers of Stockholm '98 admit 
they have to produce a lively 
cocktail of exhibitions and 
performing arts without 
Incurring any overspending. 

Indeed, cuts have already 
been ordered in overseas 
travel, distribution of mar- 
keting material and aid to 
some projects. "It is ag ains t 
our national culture to over- 
spend; it would be seen as a 
failure." according to one 
senior official. 

Since the 300-page pro- 
gramme was announced last 
autumn, the number of 
scheduled events has 
increased from 1,000 to 1,700. 
That has led to strict ration- 
ing of resources and an 


appeal to artistic directors to 
generate some of their Own 
funding. 

"Swedes have traditionally 
expected someone else to 
foot the bill, so this will be a 
good discipline," says one 
Stockholm-based art critic. 

The cutbacks signal that 
Stockholm. *98 is In danger of 
becoming a victim of Its own 
success. It set out to re- 
awaken cultural awareness 
that has been dormant in 
many parts of th e country. 
But it has been so over- 
whelmed with requests for 
venues and show times, that 
many projects have been left 
disappointed or struggling to 
raise the necessary finance. 

Of the Skr460m budget, 
SkriSOm has been provided 
by central government; 
Skr200m from city authori- 
ties; a further SkrSOm from 
the local county, and a mere 
SkrlOm from the European 
Commission. The remainder 
has been raised from spon- 
sors such as Ftnnair and 
BMW. 

Beate Sydhoff, programme 
director for the whole event, 
acknowledges the financial 
constraints but remains 
undaunted. 

"There is enormous pres- 
sure on us to show it can be 
done, and more importantly 
to gri rid of the nostalgic 
idea that we have nothing to 
show but clean air and a lot 
of water,” she adds. 

So Stockholm is filling up 
its 70 theatres and 60 muse- 
ums with a constant stream 
of new shows and innovative 
art works. Even museums 
usually dedicated to areas 
such as science and technol- 
ogy are opening their dons 
to contemporary art shows. 

There have, of course, 
been some disappointments. 
The mild winter left the 
so-called Ice Pavilion erected 
on the city waterfront 
looking rather grubby and' 
forlorn. And audience num- 
bers at the recent jazz festi- 
val were well below expecta- 
tions. 

But the statistics gathered 



As Cultural Capita of Europe, Stockholm Is tiffing up its 60 theatres and museums with a co n str a nt stream of new events and innovative arts shows. The festival is regarded as an opportunity to change people's 
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so tar tell a different story. 
Hotel occupancy in January 
was up 35 per cent; more 
than 180,000 people visited 
the Ice PaviHan, even if It 
was malting ; and a collection 
of artists billboards around 
the city was seen by an esti- 
mated 60,000 residents and 
tourists. 

Next month, 400 new 
events will he launched as 
part of a summer festival 
based largely outdoors and 
around Stockholm's han d- 
some inlets. An armada of 
sailing vessels, from Viking 
longboats to square riggers, 
are expected in port during 
the summer. 

Success or failure will be 
hard to measure. Eithor way, 
Ms Sydhoff hopes it will 
prove that Swedes can break 
away from the cliche image 
of producing safe cars, styl- 
ish furniture and fine tannin 
players. "This is an opportu- 
nity to change _peoplefs_ per- 


ceptions and I am sure we 
can do 1L We can use our 
rather black and stubborn 
humour to our benefit,” she 
adds. 

If Stockholm *98 proves to 
be a success it could per- 
suade Europe’s culture min- 
isters, who award the animal 
accolade, to reconsider 
future proposals to switch 
the event from a single city 
to several 

To mark the mflTannlnm 
nine cities will share the 
title of European cultural 
capital. But thereafter it 
could return to a single site. 

The organisers of Stock- 
holm’s cultural festival 
believe that only one city at 
a tima nan make it work. Ms 
Sydhoff sums it 19, saying: 
"If you want to attract inter- 
national interest and politi- 
cal hanking you must foCUS 
on one area. Nothing works 
unless you are your own 
master.” 
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NUCLEAR ENERGY* by Hilary Barnes 
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There's no quicker way to Sweden than Mahno Aviation 

from London City Airport. 
The airport is just a short drive through the City 
and only nine miles from the West End. 
Check-in time is just ten minutes before take-off. 

And we fly to all the places 
you want to fly: Malmo. Gdteborg-Landvetter and, 
from April 20, Stncfchobn-Arlanda. 
Sony, Heathrow, but the writing's on the signpost. 

To find out more, call 01293 596668, 


Powerhouse politics 


The government 
is c ommitt ed to a 
programme of 
closing down 12 
nuclear reactors 

In a normal year, about half 
of Sweden's electric power is 
produced by 12 commercial 
nuclear reactors. Most of the 
remaining power is produced 
by turbines driven by water 
in the country's many rivers. 
This gives Sweden one of the 
lowest per capita emissions 
of greenhouse gases in 
Europe, as well as cheap 
electricity for its power-in- 
tensive metal, jfajest jmcl 
chemickf infltifctriSfc B 

To the bemusement of out- 
siders and flip consternation 
of Swedish industry, includ- 
ing the blue-collar industrial 
trade unions, the govern- 
ment is committed to a pro- 
gramme of decommissioning 
the reactors. This decommis- 
sioning programme is the 
result, of an agreement 
between the governing 
Social Democratic Party, the 
strongly anti-nuclear Centre 
Party and the Left Party, 
successors, at one or two 
removes, to the Swedish 
Communist Party. 

Tffie government wants to 
replace the loss in generat- 
ing capacity as a result of 
closing down the reactors, 
by power produced primarily 
from "sustainable” resources. 
— sun, wind, arid biomass. 
Realistically, however, natu- 
ral gas from Norway and 
Russia will almost certainly 
be the main m«m« of gener- 
ating re pl a ceme nt power. 

No date has been 
announced for the final 
phasing out of nuclear 
power production, but to 
show that it means business, 
the government has stated 
that the two reactors at Bar- 
sebflch. owned by Sydkraft, a 
private power utility based 
In Mahno, wiQ be the first to 
be closed. 




The order to dose the first 
reactor, Barsebftch 1, was 
given in January, to take 
effect from July l, just 10 
weeks before the elections to 
the Riksdag are due to be 
held.~Barsebfich 2 will be 
dosed in 2001. if the govern- 
ment has its way. 

Sydkraft, of which the Ger- 
man power utility Preussen 
Elektra owns 27 per cent, is 
fi ghting the decision. 

The derision was taken by 
the government in accor- 
dance with enabling legisla- 
tion in December last year. 
This means that the gov ern - 
ment can order the closure 
of nuclear power facilities 
without referring. the 

Rfkadag . ’ ,t "‘ 

But Sydkraft has appealed 
against the closure order to 
the Supreme Administrative 
Court <Regeringsrtten). 
which exercises some of the 
functions of a constitutional 
court, alleging that the order 
is in conflict on several 
counts with Swedish and 
European law. Sydkraft 
argues that the closure order 
should not be implemented 
until the legality of the order 
has been clarified before the 
European Court and the 
Swedish courts. 

The nuclear issue has 
bedevilled Swedish politics 
for almost 25 years. There 
are two main explanations 
for this. 

The first is that the most 
adamantly anti-nuclear 
party, the Centre Party, has 
since 1994 often held the bal- 
ance between left and right 
in the Riksdag, and may wen 
be in that position again 
after September’s election. 
The party has skilfully 
exploited its position to 
advance its anti-nuclear 
strategy. - 

Thus, the agreement 
between the government, the 
Centre Party and the Left 
Party ensured that the 
Social Democrats would 
have the support of the Cen- 
tre Party for their economic 


and social 1pginlatinn in the 
Riksdag. The agreement may 
weD play a crucial role in 
keeping the Social Demo- 
crats in power after Septem- 
ber’s ttikmfeg election. 

The second explanation is 
that in 1980, shortly after the 
Three Mile Island nuclear 
accident in the US, Sweden 
railed a referendum on the 
future of the reactor pro- 
gramme. Voters could 
choose between one of three 
wordy options, which were 
roughly: to keep the reactors 
going, to close them, or to 
dose them if certain condi- 
tions were met. One condi- 
tion was that closure would 
not cause serious economic 
disruption and tender impor- 
tant industries uncompeti- 
tive. 

A majority of votes opted 
for the second and third 
options taken together, but 
the result of the referendum 
was so vague that a clear 
policy was laid down by a 
subsequent Riksdag resolu- 
tion to the effect that the 
reactors should be phased 
out by 2010. By naming a 
date, the Riksdag made sure 
that the issue would remain 
on the political agenda for a 
generation. 

GOran Persson. the prime 
minister, received the 
endorsement of his own 
Social Democratic Party at a 
special congress on the reac- 
tor closure programme. The 
industrial trade unions, 
which in earlier generations 
had dominated the labour 
move me nt, were opposed to 
the closure programme but 
they are now In a minority 
and were voted down by 
public sector employees and 
by the Social Democratic 
Women's Movement 

Industrial leaders 
denounced the decision In a 
declaration signed by 102 
business people last year. 
They described the closure 
plan as a "unique act of capi- 
tal destruction". Industry 
argues that closure will 
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mean an increase in power 
prices and hence will endan- 
ger the future of some of 
Sweden’s core industries. 

Taking out the two Bar- 
sebek reactors will (all other 
matters being equal) reduce 
Sweden's generation of elec- 
tric power by about 6 per 
cent and Nordic power pro- 
duction by about 1 per cent 
The government has started 
a programme of energy 
savings and alternative sup- 
' ply which will. It claims, 
make up for about 6tWh 
(tera watt hours) of the 8tWh- 
which will disappear with 
the closure of the two reac- 
tors. 

Karl- Axel Ed In. energy 
expert at the Federation of 
Swedish Industries, disputes 
this claim. He estimated last 
year that the government 
measures were unlikely to 
make up more than 2tWh. 

How much the closures 
will cost is another vexed 
issue. The government has 
not published any estimates 
of the cost on the grounds 
that it does not want to 
weaken its position in com- 
pensation negotiations with 
Sydkraft 

Mr Edln has put the cost 
at around SKr30bn 
(US$3.75bn), or. he calcu- 
lated. SKrlO.OOO (US$1,252) 
per household. This includes 
one-off closure costs of about 
SKr20bn and SKriObn for 
investment in energy-saving 
and alternative supplies. 

The final irony is that pub- 
lic opinion, which cast a 
sceptical vote In the 1980 ref- 
erendum and supported clo- 
sure for most of the 1980s, 
has changed again. It has 
swung back in favour of 
keeping the reactors in oper- 
ation for the rest of their 
useful lives, according to 
opinion polls over tbe past 
year. But there is no evi- 
dence that this will be 
reflected in the electorates' 
party-political preferences 
when they vote in the Riks- 
dag election in September. 
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ELECTION -98. by GreoMo,^ 

Economic 


PROFILE 


: Carl Bikit 



An upswing has 
restricted the 
%imunition 
^ailable to the 
opposition 

For the first time in a 
decade, the Swedish genera) 
election in September will be 
contested against a backdrop 
of improving economic pros- 
perity rather than of glower- 
ing financial crisis. 

Three-and-a-haif years of 
fiscal retrenchment have 
restored stability to the 
country's " public finances 
and helped resuscitate an 
■economy which has strug- 
gled through much of the 
1990s to move out of first, 
gear. 

The revival could scarcely 
be better timed for the 
minority Social Democratic 
party administration. Hav- 
ing endured an alarming 
slump in popularity since 
the 1994 election, its support 
has recovered somewhat* in 
tune with the ' economic 4 
upswing. 

Disposable incomes are 
predicted to rise year 
for the first time since 
1994. The official unemploy- 
ment figure - a millstone 
around the SDP*s neck - is 
finally starting to fall, albeit 
from near-record heights. 

Headed by Gfiran Persson, 
who will be fi ghting - his first 
election as prime minister 
and party leader after taking 
over bom Ingvar Carlss on in 
1996, the SDP believes such 
trends have handed it the 
initiative as September’s poll 
beckons. 

“Mr Persson can go to the 
voters and say' “we fulfilled 
our pledge to sanitise the 
budget. Mow give us four 
more years to restore full 
employment". 

That is what people want 
to hear," says Bias Ekhmd, 
Chief economist at Kkanriina. 
viska Enskilda Banken. 

The SIlP’s eradication of 
the budget deficit inherited 
from the previous centre- 
right government has cer- 
tainly restricted the ammu- 
nition available to the main 
conservative apposition Mod- 
erate party and Us centrist 
Liberal and Christian Demo- 
crat allies. 

A year ago the Moderates 
were riding high in the polls 
and at one point took an 
unprecedented lead ova: the 
SDP, traditionally unchal- 
lenged as Sweden’s largest 
political grouping. 

Ironically, however, the 
return of Carl Bildt, the 
Moderate leader, from a two- 



Past master looks ahead 


year stint as the interna- 
tional peace envoy to Bosnia 
has coincided with a slow 
erosion of the party's stand- 

a tea are some 10 : ’points 
adrift but. nonetheless 7. 
points ahead of their 1994 
result;. p:-. 

Mr Bildt has kept- an. 
uncharacteristically logfr pro-- 
file since . his retu ’ 

Bosnia, app are ntly kgShto 
cultivate his new-found 
statesman's image _ 
mg himself above the burly 
burly or daily politics. 

-. Yet Mr Bildt, who strongly 
outscores Mr Persson i&per- 
- {tonal, approval ratings, 
remains the Moderates’ 
strongest card. His prospects 
erf forming the next gaSreriv 
meat depend, though, not 
only on his party’s perfor- 
mance but on that of - the 
liberals and Christian Dem- 
ocrats, his coalition partake* 
in 1991-94. 

These two remain natural 
allies but together command 
only about 12 per cent of the 
popular vote. Barring a sen- 
sation, Mr Bildt would need 
to rely On the rurally-rooted 
Centre party to have a 
chance of fanning a viable 
government 

The Centre, roughly 
equal in size to the other 
two centrist parties, was 
part of the previous Moder- 
ate-led coalition. But after 
the last election it broke 
ranks with its non-socialist 
allies and forged a close par- 
liamentary alliance with the 
SDP. 

It is unclear whether the 
Centre would switch alle- 
giance again were the Mod- 
erates, Liberals and Chris- 
tian Democrats to do well in 
September. 

The likelihood of this hap- 
pening could hinge an the 
outcome of a leadership con- 
test in the centre party, fol- 
lowing the resignation of 
Olof Johansson, the archi- 
tect of the Centre's links 
with the SDP. 

In any case, relations 
between the pro-green 
Centre and its erstwhile cen- 
tre-right allies are prickly. 
They have been soured in 
particular by the Centre’s 
close involvement in SDP 
proposals to decommission 
the country’s big nuclear 
power industry - a policy 
decried by the Moderate 
camp. 

Even with the Centre’s 
backing, the cen,tre-right 
axis will need a substantial 


swing to- secure the 50 
per cent offthd popular 
vote it would require to farm 
a government. 

• “Financial markets expect 
the Soda! Democrats to con- 
tinue as' a minority govern- 
ment. But they .and the Cen- 
tre will probably faD short of 
a majority: and will. need to 
rely on other parfaKS," says . 
Peter Lindquist* - Nordic 


Investors are unconcerned 

■ about ’ pucb a' ' scenario 

■ leading’ to jbosfaHlfty. They 
view the SDP as", better 
.equipped to garner broad' 
shpport for minority 
administration: ' than the 

. Moderates, who wpnMfind it 
difficult; to co-operate with 
the left-wing preen and Left 
parties. •" „~- 

SE-Banken’s Mr Eklund - 
says markets would be more 
worried were the centre- 
right to perform well as this 
might raise the spectre of 
tmfinaheed ’ f crpss-the-board 
tax cute. 1 r j " 

What; men, will be the key 
election battleground? 
Unemployment and lower 
taxation will be the key 
themes of the Moderate cam- 
paign, while improved wel- 
fare services are set to be the 
SDFs clarion call. 

“I don’t think the 
taxation burden will be an 
issue in the election, 
although the Moderates will 
hope to make it so. It is not 
going to trouble the SDP. 
The main issues are going to 
be the old issues of welfare, 
social security and unem- 
ployment benefits,’’ says a 
top-ranking foreign diplomat 
in Stockholm. 

Having been responsible 
for sweeping cutbacks in 
welfare services through its 
public spending squeeze, the 
SDP is now promising fresh 
funding for care services and 
education. 

The party has already 
pledged Skrl6bn of extra 
welfare spending over four 
years and is expected to 
increase spending further 
when the 1999 budget is 
unveiled today. - 

If this sounds like arche- 
typal social democratic poli- 
tics, it la a theme which 
apparently goes down well 
with the public. Opinion sur- 
veys suggest better welfare 
ranks highly among electors’ 
priorities. 

Clearly, the SDP is eager 
for debate to focus on wel- 
fare rather than on its Achi- 
lles heel of unemployment 
Should it succeed in this, its 
re-election prospects wil] be 
enhanced. 



Cart Efttt enhanced hts public support during Ms two-year stint h the Balkans. H 2 a chaSenga now is to convert lint favourable perso na l rating into an election victory 


Carl Bildt ’suffice, adjacent 
to the^oya] palaee fa 
Stockholm, b M s all the 
trappings of an 
i n te anattcmal statesman. 

The fanner Swedish prime 
.minister sips coffee from a 
mug embossed with the 
Nato flag, a keepsake from 
his days as international 
peace envoy to Bosnia. A 
European Union pennant 
sits on his desk; cm the wall 
behind, there is a framed 
commendation from the 
Supreme Allied Commander 
In Europe. 

Public support for Mr 
Bildt - leader of the 
Moderate party, Sweden’s 
main conservative 
opposition - has been 
greatly enhanced by his 
two-year stint in the 
Balkans, where ins role 
ranged from mediating with 
presidents to negotiating 
with para-military leaders. 

The challenge now is to 
convert that favourable 
personal rating into an 
election victory, enabling 
him to form a centre-right 
administration. 

When Mr Bildt was last in 
government, from 1991 to 
1994, his tax cutting agenda 
and attempts to deregulate 
the labour market coincided 
with a painful; recession. 
And many Swedes have not 
forgiven him for the 
austerity measures and 
unemployment that 
followed. But the 48-year-old 
politician - a son-in-law of 
Gftsta Bohman, the veteran 
Moderate party leader who 
died last year - is unbowed 
by the experience. On the 
contrary, he believes that 
Sweden requires farther 
surgery to care its welfare 
dependency. 

“This country requires 


TELECOMMUNICATIONS* by Grog Mclvor 


Key testing ground for 
deregulation in EU 


Telia is feeling the 
pinch since the 
scrapping of its 
monopoly opened 
the field 

Swedish telecommunications 
is a classic example of the 
positive benefits of deregu- 
lation. Since Sweden,' in 
1993, joined the UK as one of 
the first European countries 
fully to liberalise its tele- 
coms industry, the market 
for telephone-based services 
has boomed. 

The scrapping of the 
monopoly enjoyed by Telia, 
the state-owned operator, 
opened the Add to a host of 
thrusting newcomers. Telia 
now faces competition from 
20 dr so rival suppliers in the 
market for voice calls and 
from some 30 providers of 
internet-based electronic ser- 
vices. In mobile service s, it 
is competing against two 
rival networks! a fourth is . 
planned. 

For several big interna- 
tional operators, Sweden 
saved as an important test 
ground in preparation for 
the lifting erf all barriers to 
competition inside the Euro- 
pean Union oh January 1 
this year. 

Operators such as 
Global One - an alliance of 
Deutsche Telecom, France 
Telecom and Sprint of the 
US - and . US groups World- 
Com and MFS have all estab- 
lished operations in the 
SKrtObn Swedish market 

Other entrants include 
Telenordia, a joint venture 
between British Telecom, 
Tele Danmark and Telenar 
of Norway; RSL Communica- 
tions of the US; Telecom Fin- 
land: and Nfetcom, controlled 
by Kinnevik, the Swedish 
media group. 


Spurring these companies 
on is Sweden's strong 
appetite for telecoms ser- 
vices. The country has 
Europe’s highest density of 
wire Hues, with 68 per 100 
Inhabitants according to 
industry figures. Penetration 
of mobile services is 37 per 
cent, the world’s second 
highest rate, alongside Nor- 
way and just behind Fin- 
land. 

For Telia, deregulation has 
been a bittersweet experi- 
ence. Stiff competition has 
forced call costs sharply 
downward. . eroding its once- 
cosy margins. This has 
forced it- into a radical int®- 
□al- upheaval, including -the 
gutting of its workforce from' 
46,000 at the start of the 
decade to £1,000. , ■ . 

But although its position 

is far lessTJeeore in the post- 
deregulatipn world, Telia 
insists It welcomes more 
competition.- ■ • ; 

Its cjrief . executive, 
Lara Beg£ says liberalisation 
has benefited th* Industry as 
a wbokrSffi ^indeabing over- 
all dermo id -for telecoms ser- 
vices. , 

The ffirfceti^umntly 


poised to be opened up fol- 
lowing Netcom 's recent 
announcement that it 
inteneb to enter the market 
from the start of next 

rr uintTi- 

So far it is in the 
mare lucrative international 
and long-distance calls 
business - which tradition- 
ally has subsidised Telia's 
local call operations - 
where' the former monopoly 
has fait the brant of competi- 
tion. 

New operators have 
grabbed 20-25 per cent 
of the' international call 
market and about a 10th 
of long-distance services. 
-These, shares continue to 
rise. 

Telenordia, aiming for a 50 
per ceapt penetration rate 
among Swedish households 
and businesses by 2002. At 
present it serves about 3 per 
cent of households but has a 
bigger share of the fast-grow- 
ing Internet connection mar- 
ket, with scone 130,000 sub- 
scribers* ■ 

The opportunities pres- 
ented by deregulation can 
be .Illustrated- by the 
example of Netnet, which 


about 1.0 per cent supplies low-cost telephony 
annually - more than three services to small and 


times the pre-deregulation 
rate. 

At a glance, Telia 
would appear to have little 
to worry about. After all, 
it still retains more 
than 90 per cent of the fixed 
telephony market and two- 
thirds of the younger cellu- 
lar market. Its revenues 

grew by 7 per cent last year 

to SKr4&4bn- • 

The fact i$p though, 
that Telia is slipping. Ite 


medium-sized ' businesses 
by. negotiating with opera- 
tors for excess line 

rgpacit y, 

Founded in 1996 with gian rival. 

Jan Carlson, the former ‘Negotiations collapsed, 


of its ' rivals suffer 
from weak profitability. By 
contrast, its operating 
profit margin is 10.4 per 
cent 

Netnet. for instance, 
incurred pre-tax losses of 
$14.7m last year on sales of 
$18.2m. Telenordia's sales 
rase three-fold test year to 
SKr681m but the company 
still recorded a SKr230m def- 
icit 

Clearly, newcomers to a 
capital-intensive industry 
must accept that it takes 
time to build a profitable 
operation. But while they 
continue to make losses, 
Telia can afford to be san- 
guine about the threat to Its 
business. 

Teba’s main profit, genera- 
tor now. is mobile services. 
The market, was liberalised 
as long ago as 1981 but Telia 
has held ou to a 66 per cent 
market share. This puts it 
well ahead of ite nearest 
competitors, Netcom on 22 
per cent and Europolrtan on 
12 per cent 

Given ite strong market 
position in Sweden, Telia's 
chief source of future growth 
Bes oveteeas.- 

Aware that size matters 
when investing in new mar- 
kets, the company recently 
held merger talks with Tele- 
nor, its. state-owned Norwe- 


chief executive of Scandina- 
vian Airlines System, as 
its' largest owner, it has 
already built a presence in 
T "tut European countries .and. 
reaches more* than ■ 8,000 
«nstamers.- 

;. It is currently, being 


however, over a failure to 
agree on management struc- 
tures. 

With the merger route 
closed - at least for the 
moment Teh's may now 
find the time right to redou- 
ble efforts to develop AT&T- 


mattion has remained Intact ‘courted by several interns- Unisourca. its joint, venture 
only in the focal calls seg- tioaal telecoms groups- with KPN qf tire Nether- 
ment. where slim margins- v . -Telia • : can, - how, 
have deterred competitor®. 

Even this last bastion is 


./Telia 
draw some 
the fact 


however, 
comfort from 
that many 


lands. -Swisscom, Telecom 
Italia and AT&T of 
the US. 


renewal, not more of the 
same,” he says. “Welfare 
spending needs to be 
targeted on areas snch as 
health and education, rather 
than labour market 
subsidies." 

That is a difficult message 
to seD, especially as the 
government can argue that 
tt has brought public 
finances under control and 
is seeing employment rising 
for the first time. 

But Mr Bildt - the nearest 
thing Sweden has to a 
charismatic leader - says 
more voters now recognise 
the need for fundamental 
reforms. The ruling Social 
Democrats, according to his 
analysis, are chasing an 
impossible dream by 
seeking to re-invent foil 
employment and generous 
state benefits for alL 

Instead, he is trying to 
persuade Swedes that the 
country needs to modernise, 
and quickly. At home, that 
means diverting spending 
away from left-leaning 
municipal authorities and 
into healthcare and 
schooling. Under a Moderate 
government Sweden's 
income tax burden would be 
reduced and the 
controversial 

de-commissioning of unclear 


power stations halted. 

Overseas, Mr Bildt would 
commit the krona to the 
European exchange rate 
mechanism as a precursor to 
joining the single currency 
"at t he earli est 
opportunity". 

Furthermore, the country 
would abandon its 
long-standing nan-aligned 
status and consular taking 
part in Nato enlargement. 

“Our current foreign and 
security policy is one 
without logic and it does not 
have a future,” according to 
Mr Bildt. 

If that view is correct, it 
must be galling for him to 
watch the Moderate party 
lose ground in the opinion 
polls. Since his return from 
Sarajevo, their support has 
waned, while the ruling 
social democrats have 
staged a mini-recovery. 

Nevertheless, the 
Moderates are still well 
ahead of their 22.4 per cent 
showing at the last election, 
They could, with a strong 
tailwind and a reverse in 
current trends, stage an 
upset by forging a coalition 
with the Liberals and 
Christian Democrats, or 
possibly the Centre party. 

So far. however, Mr BQdt 
’ has be&b conspicuous by Ms 


low profile in the party 
dogfight. He w pbiiM his 
absence by pointing to a 
national tour, mainly to 
rural areas where the 
Moderates command less 
support, to rally party 
activists and woo new 
supporters before the 
election. 

At every town hall 
meeting - from Kiruna in 
the north to Trelleborg in 
the south - he preaches the 
same message. “Our 
economic record is mixed 
and there is a creeping 
reeling that Sweden is 
lagging behind." 

The country has tumbled 
down the OECD league table 
far national purchasing 
power and the Moderates 
fear it wfD fall farther if 
Sweden does not embrace 
change. Party leaders 
believe Emn-memberahip 
and an industrial policy 
aimed at creating jobs, 
rather subsidising training, 
could help reverse that 
slide. 

But it is difficult to paint 
Sweden as a country verging 
on decay at a time of 
economic gr ow th , falling 
unemployment, modest 
interest rates and buoyant 
co nsumer demand. 

Mr Bildt’ argues that the 


feeling of weH-being is 
largely superficial. Instead, 
he maintains that inflexible 
labour regulations are 
stifling the country’s growth 
potential and any decline In 
unemployment has been 
marginal, at best. 

"This government is 
Investing masses of money 
just to remove people from 
the labour market," he says. 

At the same time, the 
Moderates claim that 
employers have become 
increasingly disillusioned 
with a tax regime that 
penalises wealth creation 
and defers to organised 
labour in wage negotiations. 

For the party’s leader, 
snch developments are a 
sign of unwelcome 
government interference. 

“We have two competing 
virions in Sweden," he says. 
“Mr Persson is promising to 
bring hack the past, we are 
promising to bring forward 
the future." 

However, most polls 
suggest that Swedish voters 
have a strong affection for 
the past It will be difficult 
for Mr Bildt, despite his 
international credentials, to 
persuade them to take a step 
into tiie unknown. 

Tim Burt 


A crowning 

achievement for Sweden. 
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VIEWPOINT 


Goran Persson, prime minister 



Welfare will remain a priority 


Today, this government is 
laying out in the spring 
budget bill our programme 
for 1999 and the future of 
Sweden over the next 
decade. 

In 1994, 1 asked for a 
mandate to restore public 
finances and cut 
unemployment We have 
done better than promised 

Now, for the first time we 
can look forward to the 
future. Here we are creating 
the political agenda, and our 
opponents have to respond 
or accept it. 

Sweden is in an extremely 
positive situation of low 
inflation, low Interest rates, 
and well invested production 
capacity. That will give a 
boost to employment 

In the election campaign, 
it will be easier to identify 


Constitution 



Basad on csnsdtdlOB oM B 75 


Unte am enS Maflan ftiatoiwJ } ql 30 
■Bantam JneCsf cfectad far a taa-— tn 
to On neat of an tastf dntiuBoo, (to new 
ptfmnl mvm arif an i—tidr ot to 
pmtautpaAKoarstam 

• actant syatoa 

Under MSwaOXi spam of jnpwttifri 
ronaanMta, 31 0 Mb am Unfed an i 
a»tftiiacybHlsla28indDBKPtar 
arafltaneta: On mailing seals n 
Added natanly. lb ata pdOamendry 
rapBUntaon a pad nan pal 4% natal (to 
naM a eat Inn Dm Miami doctaort * 

1 2% ta oar am nMtuaaqr. Fnn 18SB 
votnvahBntteapprtnltylDStatia 
preference tar Mridualcandthfei . 
■MrtaWW 

SeptantarIB 1994. aid atedhn to taMd 
or Scpwntar 201398 

• (Mot (tits 

Ktog CM XM Buatir. Pa Unontoa oo n* to 
gwamna t 

• Monel gowamn 

MM bated bg tote feWetor reepmtato 
to tonnfes. Thare to oRMtt a |H| 
SocU OanocreBe pramnot . 

• PitHBttar 

Ctmtamn 

litai |ii1> el fltoi 

Sotad Denncafcpsrijf (SOP, IB—fc 
Moderate p ai tr ( kn own si CoBasn efe w i . BQfc 
Cefera pwflr ftt Ubenl party 0% 
ten IW1? pa Gnwipst, (ISC 
CMsSm DaaocndspO, 14) 


the is s ues which will not 
figure greatly, rather than 
those that wilL 

1 do not think public 
sector finances will be the 
issue that tt was at the last 
election. The average Swede 
now realises that we have 
taken a grip on the public 
sector and-finances are now 
under control. 

Also, I do not believe 
unemployment win be a hot 
issue because we are now 
seeing growth in 
employment We are seeing 
success in education and 
retraining as part of a wider 
restructuring of the Swedish 
economy. 

Over the past 10 years, 

200.000 people have lost their 
Jobs In the public sector, but 

100.000 new jobs have been 
created in the private sector 


since the mid-1990s. Now. 
the public sector is also 
growing again and 
nnump ioyriwnt will continue 
to fall. 

I believe the election 
campaign will focus on the 
public sector and the welfare 
system - particularly health, 
education, child care and the 
elderly. It is obvious that we 
have some problems. 

There has been a loss In 
quality of care and the 
Swedish electorate wfl] focus 
on that. Now we have 
restored public finances we 
can improve welfare 
provision and public sector 
services. I am not afraid of 
such a campaign. 

If the electorate believe we 
have failed as social 
democrats on such issues, 
they will deliver their 


verdict in September. Their 
reservations are not about 
the system itself, but about 
the delivery of services. 

We should also bo judged 

on our economic record. 
There will be a balanced 
budget In 1998. and a surplus 
in 1999 and 2000. We can 
therefore promise more 
resources (far public 
spending) within the targets 
we have set 

The opposite course of 
offering tax reductions while 
increasing spending commit- 
ments would give signals to 
the market that could create 
instability. The markets may 
react negatively if the opin- 
ion polls shift during the 
summer, signalling a change 
in government to one want- 
ing tax cuts and more spend- 
ing. 


2 am open far a discussion 
on labour market flexib ility. 
We have already made some 
changes in labour 
legislation, although I have 
not seen that deregulating 
labour markets leads to the 
creation of large numbers of 
jobs. 

Sweden is not the same as 
the UK is teems of old union 
power. Swedish unions 
represent about 90 per cent 
of the workforce. They have 
to be mainstream, they 
cannot be militant. 

I think that our consensus 
system in employer-union 
r ela ti ons has worked «"d the 
wage formation process has 
gone rather smoothly. 

From now on, the 
challenge will be about how 
to give the workforce the 
opportunity to switch to new 
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faalra. Those that have jobs 
in sectors that disappear 
cannot make do without 
retraining. 

Of the 20CWXX) people to 

lose their jobs in the public 
sector, many were young 
women. They deserve 
education far the sectors 
growing in the economy. 
Government training 
programmes offer them a 

chance through new skills, 
particularly in the IT sector. 

We can see In the fixture 
women transferring freon the 
public sector to the 
industrial sector. It will not 
be the result of new 
Legislation but as a result of 
resources in retraining. 

The development of new 
Industry has also been 
helped by low corporation 
ter Some large companies 
have signalled that while 
they axe happy to pay 
Swedish rates of corporate 
tax, they believe we should 
conform with international 
income tax rates. 

I am not against lower 
income taxes but we also 
realise the connection . 
between taxes and quality In 
the public sector. We cannot 
start lowering taxes without 
flint convincing flip 
electorate that quality of 
social care, education and 
health are among the 
world's best 

We may see some tax 

l uftir n w In thp ra rmtng four 

years, however. When a 
government has restored 
public sector finances thm it 

win wiubMpt tar r pf m m 

For our conservative 
cBpanants, reducing tanas 
has been the focus for 80 
years, but not flifa Amp tn 
my view, the neo-liberal 
wave in the western world 
has come to an end and we 
will an focus in fixture on 
the welfare situation. 

7\> do that successfully, 
any would-be government 
must first capture the centre 
ground. Thatcher lost her 
grip when she left the 
centre; that gave the UK 
Labour party the 
opportunity to retake it 

For 00 years, my party has 
realised that it must capture 
both the left and the centre. 

We are setting out a 
programme oriented towards 
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th e TV*** wiUlpnwimw, in 

combination with the 
traditional message about 
social security. It must be 
founded on sound public 
finances and the capability 
to deliver social security and 
welfare. 

In an, there win be six 
m a te areas of emphasis. 

• Europe: enlargement to 
the east and into the Baltic 
Sea region is of crucial 
importance. This, we believe, 
win be the strongest 
growing region in Europe for 
the npyt 20 years, and 
reflects the growing 
importance of the 
relationship between the 
mature economies of the 
Nordic region and the young 
economies to the east 

On economic and 
monetary union, we are not 
prepared to be dictated to 
about Swedish participation. 
We wfil do anything we can 
to ensure that the 
introduction of the euro is a 
success. Sweden win be 
con stru c tive on this Issue. 

We want to discuss this 
farther before entering. This 
is the biggest decision 1 wfll 
ever take part in - to enter 
monetary union and say 
farewell to your own 
currency. It must be put to a 
referendum or election 
before we take a definitive 
stand on whether to 
participate. 

• Information technology 
offers huge potential. With 


the US, we are the most IT 
integrated country In the 
world. We will present in the 
budget bill a programme to 
strengthen our position with 
some incentives for 
investment. 

• Entrepreneurship. The 
strength of the economy is 
employing more and more 
Swedes; many or them will 
not be mere employees but 
entrepreneurs. 

• Education at primaxy, 
secondary and university 
level has to be developed. 

• Environmental and 
ecological policy - our 
nuclear plants have a 
limited technical lifespan. 
They are becoming old and 
we have to replace them. 

• Finally, immigration is of 
growing importance, with 
regard to integrating 
immigrants into our society. 
The problems in housing 
and schooling will be 
addressed. 

Anything we promise in this 
Spring bill will be fully 
financed I realise the 
electorate will want to know 
how much It will costWe are 
starting from a position of 
strength - including our 
success in meeting the 
convergence criteria (far 
economic and monetary 
union) - and we intend to 
preserve that position Into 
the future. 

interview by Tim Burt tutd 
Greg Mclvar 
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Investment banking with a Nordic focus 

A selection of corporate finance assignments completed during 1997 and 1998 


yjf BONNIER 

Prancntus/ 

BonnierlSrecagm 

□iirstmmr of 

TVyddnvesci 

NonknAB 

.tit ver re ttUm 

ternary 199 7 


E 

SIGMA 

Initial Public Offering 

sex ioo million 

Utdhbmpr 
February 199 ? 








— 




Is) 

PH0MX 

Divemncni of 

A/S Phwrfx 
Contraction 

dxk 876 million 

Adabnru Phono 
Conamcmn 

Match 1997 





XAsrrJc/ 


a#RA 




# 


Acquisition of 

Qteniwlimtk Inc. 

Adtkarm buyer 
March 1997 






Prime Ptaowiicne 

sex 90 million 

Lead Manager 
February 1997 


lrarol Public Offering 

sex 421 million 

Obkad 

htarmaxBMji Tranche 

February 1997 


luqjyl pnbfic Offering 

see {88 million 

Lead Manager 

March 1997 


ZLEKTA 

New Suie luue 

sex 310 million 

lead Manager 

Match 1997 




Inirid Public Often ng 

>ek 105 million 

lend Manager 

April 1997 
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Sabroc 

ltafr|s«radonA/S 

Dtocmnauof 






VenCap bdhwtrfar 

SfCTHwfary Pbch^ 


Castellum 




Swedish 

Government 

Dwtoeui: of 

«« 

PK CABLES 

lmul ruhbc Offcruin 


INDUSTRI AB 

Ducftzncur of 



IwUiil Public Ofttug 


ThhmI Public OSeriag 



burial Public Ofekag 


New Sluie bmc 


fim i2i million 


EtacmuwedeAB 




sex 262 million 


sex 362 million 


sex {3 million 


see 1.783 billion 


sex 217 million 


Valin 

LraJMuuger 

April 199 “ 


AJrixor m setter 

April 1997 


Adoaor uirBir 

April 1997 


Loti Manager 

May 1997 


Lead Manager 

May 1997 


Lead Manager 

May 1997 


Joint Lead Manager 

May 1997 


Lead Manager 

May 1997 


1 

Admor tortOer 

Jane 1997 


















Merger 

fM—wJ ■ ■ 

txxemqjmamnn i 


1 

M&E Bioteeti JUS 

Private Phcemenr 






1 

FRONTLINE 

Arqitldriiwi/riiiiipi apf 

dfimidle 

sex £.661 billion 


FRONTLINE 

Private PlacmKiM 





(NfistNnfc 

New Shan; lemc 


Si POL 



Ptmre Pbuximu 


Initial Mafic Offering 




ftwUMUl Ilf 



■■group 

Private Ptaconem 

sex 41 .q billion 


dxk So million 


sex 1 1 B million 


nu 98 million 



nox 735 million 


— 


DKK7T5 million 


noe 84 million 

-tintor to Formmpbanltrn 

June 199 ' 


Lout Manager 
flute 1997 


Lead Manager 
floe 1997 


Lead Manapr 

June 1997 


Lead Maaepr 

Jafyl 9 S 7 


Joint Lead Member 
September 1997 


Adeuarmteher 

September 1997 


-. CrdemiMenegr 
- September 1997 


June Lend Manager 
September 1997 
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Merger 

-Zm co 

rex 1.535 billion 

E^um-bflluii 


Di.emnem of 






rvjL 

Mononr Can! 
TcdmatogfjVS 

Inirid PubHc Offering 

dee 173 million 






: Gowntmuit 

: Seodutey pacing 


. NOE ioo million 


seje 870 million 




NAk Ofieoog 

fim jig million 



to 

hBrCoU bduoU Tnat 

sex 3.x billion 


Drwcmenr 

« 

BSLCnmimiiiii jiiM T mt 


SENATOR 

\ SEE iTjlip billion 


LMdMsmtpr 

October t 99 ? 


AdnmtettBer 

October 1997 


Adsborm buyer 

Demalrer 199 ? 


Lead Manajj/r 

December 199 ? 


Lead Manager 
December 1999 


Abner tv taller 
January 1998 


debitor a ttBert 
February tm 


Jmnt Lead Manager 
March 1999 


ddeiiar a Ztteco 

March 1998 


Carnegie is the leading independent inve s t m ent bank in the Nordic countries. The firm has 
5 50 employees, active in securities sales and trading, corporate finance and asset manage- 
ment. Carnegie is 55% owned by Singer & Friedlander plc, with die 
remaining 45% held by Carnegie's employees. 

In corporate finance, Carnegie provides advisory services in equity 
capital market transactions, mergers & acquisitions, restructuring & 
valuation, and structured finance, with a team of 65 professionals in 



Corporate Finance 


Stockholm, Copenhagen, Helsinki and Oslo. The organisation holds sector specialists 
covering banking and insurance, information technology medical technology and pharma- 
ceuticals, power, pulp and paper, real estate, shipping, transportation 

and tricm mmrmirgrinng 

In 1997 Bfid 19983 Carnegie acted as lead advisor in ia initial public 
off ering s and announced 25 m&a transactions. 

For further information, please call Anders Hulrin ar +46 8 676 88 00. 
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